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SAVINGS AND LOAN INSURANCE 


THURSDAY, JULY 24, 1958 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovstne, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:55 a. m., in room 
301, Senate Office Building, Senator John Sparkman (chairman of 
the subcommittee) presiding. 

Present: Senators Gettin: Monroney, Clark, Capehart, and 
Beall. 

Senator Sparkman. I apologize for keeping you waiting. A re- 
quest was made that we discuss some of the aspects of this study 
on which we are having the hearings this morning. We decided to 
have a short executive session in order that we might clarify just 
what we were trying to do. 

I want to make it clear that while the publicity in connection with 
this matter has largely dealt with one company, we are not investi- 
gating any company or any individuals. What we are concerned 
with is a practice which is not confined to any one company. I be- 
lieve the testimony will show it exists perhaps in several areas of 
the United States and perhaps involves a good many companies deal- 
ing in insurance of savings and loan association accounts in a way 
that some believe to be questionable and that to some appears perhaps 
to be faulty. It is that system that we are studying, in order to 
determine whether or not it calls for remedial legislation. 

Two bills have been introduced. On April 25 of this year, Senator 
Beall, of Maryland, introduced S. 3698. On July 9 of this year, 
Senator Beall introduced a new bill, S. 4116. I will ask that there 
be printed in the record at this point both of those bills, together with 
the reports that have been received from the interested agencies to 
whom we made inquiry regarding the legislation. I also will ask to 
be printed at this point a statement that we have received from the 
Home Loan Bank Board entitled “Outline of Features of Savings 
Insurance by Commercial Companies.” This shows several different 
companies are engaged in this practice. I will include with that the 
letter of transmittal. 

(The material referred to follows :) 


[S. 3698, 85th Cong., 2d sess.] 
A BILL To amend section 4 of the Federal Home Loan Bank Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 4 of the Federal Home Loan 
Bank Act, as amended, is amended by adding the following new subsection: 

“No individual, association, partnership, or corporation shall make any rep- 
resentation, oral or written, that any of the shares, certificates, or deposit ac- 
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counts of any building and loan, savings and loan, or homestead association or 
cooperative bank, or savings bank not insured by the Federal Deposit Insurance 
Corporation, which is a member of a Federal Home Loan Bank are insured or 
guaranteed, contrary to regulations of the Federal Home Loan Bank Board 
adopted upon a determination by said Board that such regulations are necessary 
or appropriate in the public interest or for the protection of investors and pro- 
hibiting, or limiting or restricting, the making of such representation by such 
individual, association, partnership, or corporation. Every indivdual, assoca- 
tion, partnership, or corporation violating the provisions of the sentence next 
preceding shall for each violation be subject to a penalty of not more than $1,000, 
which the Board may recover for its own use, through action or otherwise, in 
its own name and through its own attorneys, with power in said Board to remit, 
mitigate, or compromise any such penalty before or after the institution of 
action.” 





FEDERAL HOME LOAN BANK Boarp, 
Washington, D.C., May 1, 1958. 
Re 8. 3698, 85th Congress. 
Hon. J. W. Fu.srient, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Washington, D. C. 


Deak Mr. CHArRMAN: This is with reference to your letter of April 28, 1958, 
requesting the views of the Board with respect to S. 3698, a bill to amend section 
4 of the Federal Home Loan Bank Act. 

This bill would prohibit any individual, association, partnership, or corpora- 
tion from making any representation, orally or in writing, that any of the 
shares, certificates, or deposit accounts of any building and loan, savings and 
loan, or homestead association or cooperative bank, or any savings bank not 
insured by the Federal Deposit Insurance Corporation, which is a member of a 
Federal home-loan bank are insured or guaranteed, contrary to regulations 
adopted by the Federal Home Loan Bank Board upon a determination by it 
that such regulations were necessary or appropriate in the public interest or 
for the protection of investors. A penalty of $1,000 for any violation of such 
prohibition is provided, which the Board may recover for its own use. 

As you know, the Board recommended similar legislation in its letter to you 
of April 21, 1958, in response to the request contained in your letter of April 
2, 1958, that the Board give consideration to the desirability of additional legis- 
lation concerning restrictions on advertising of the type mentioned in your 
letter. It was our opinion that suggested language similar to that now con- 
tained in S. 3698 would, insofar as Federal home-loan bank members are con- 
cerned, afford a flexible means of protection and that by such language the 
making of such representations relating to insurance not only by an association 
but by brokers or others could be dealt with. 

Inasmuch as the Board recommended similar legislation, please be advised 
the Board would favor the enactment of S. 3698. We informed you in our letter 
of April 21, 1958, that there was no objection from the Bureau of the Budget 
to the submission of the report, which report included suggested language similar 
to that now contained in 8S. 3698. 

In this connection it is hereby suggested that the committee might wish to 
consider the advisability of adding to the bill a provision providing that, in the 
future, no building and loan, savings and loan, or homestead association or 
cooperative bank shall be admitted to Federal home loan bank membership unless 
it is or becomes insured by the Federal Savings and Loan Insurance Corporation, 
and requiring the maintenance of such insurance by all Federal home loan bank 
members which have or obtain insurance by said Corporation. In the event that 
the committee should agree with this suggestion, an amendment to the bill along 
the lines of the suggested amendment attached hereto could be used. 

A suggestion similar to that set forth in the paragraph next above was made 
by the Board in its testimony before the House Committee on Banking and Cur- 
rency on §S. 1451 and H. R. 7026 of the present Congress, and the Bureau of the 
Budget advised, so far as concerned that matter, that there was no objection to 
the submission of such testimony. 

Sincerely yours, 
Atzert J. Ropertson, Chairman, 
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SUGGESTED AMENDMENT TO §. 3698, 85rH CoNGRESS 


At page 2, after line 14, insert the following new matter: 

“Src. 2. Section 4 of the Federal Home Loan Bank Act, as amended, is hereby 
amended by adding thereto at the end thereof a new subsection appropriately 
designated and reading as follows: 

“*After the date of enactment of this subsection, no institution which is a 
building and loan, savings and loan, or homestead association or cooperative 
bank shall become a member of a Federal Home Loan Bank unless such insti- 
tution is, or not later than its admission to such membership becomes, an in- 
sured institution. The Federal home loan bank membership of an insured in- 
stitution shall terminate automatically and simultaneously with the termination 
of the insured status of such institution. If, after the termination of member- 
ship under this section, the insured status of the institution is reinstated by ac- 
tion of the Federal Home Loan Bank Board or of a court having jurisdiction to 
do so in reversing or setting aside such termination, such membership shall be 
automatically reinstated at the same time, and such if any adjustments and 
payments as may be ordered by the Federal Home Loan Bank Board shall be 
made by the institution and by the Federal home loan bank involved. Upon 
failure or refusal of an institution to make any such adjustment or payment the 
Federal home loan bank membership of the institution shall automatically term- 
inate at such date as the Federal Home Loan Bank Board may fix, but the Fed- 
eral Home Loan Bank Board may extend any such date at any time or times 
before the same becomes final. In the event of termination of membership under 
this section, the provisions of the last two sentences of subsection (i) of section 
6 shall be applicable. As used in this subsection, the term “insured institution” 
means an institution which has a status as an insured institution under title 
IV of the National Housing Act as now or hereafter in force, and the term “in- 
sured status” means the status hereinbefore referred to in this sentence.’ ” 


TREASURY DEPARTMENT, 
Washington, D. C., July 2, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Reference is made to your letter of April 28, 1958, 
in which you request the views of this Department on 8S. 3698, a bill to amend 
section 4 of the Federal Home Loan Bank Act. 

Some building and loan associations whose shares are not insured by an 
agency of the United States Government, but aré insured by commercial com- 
panies, some of which have no offices within the continental United States, are 
advertising that their accounts are insured, without disclosing to the public the 
nature of the insurance. The proposed legislation would authorize the Federal 
Home Loan Bank Board to adopt regulations relating to representations concern- 
ing insurance which it deems to be necessary and appropriate in the public in- 
terest. A penalty of $1,000 for each violation would be provided. 

The Treasury Department believes the purpose of the proposed legislation is 
desirable. However, the bill would be applicable only to member banks. Since 
the problem has arisen only in nonmember institutions, it appears that the bill 
is inadequate to accomplish fully the desired purpose. The Department recom- 
mends that to the extent that it may be done within constitutional limitations, 
the scope of the bill be broadened to require that any advertisement by non- 
member institutions that their shares are insured contain also a full disclosure of 
the nature of the insurance. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee. 

Very truly yours, 
JULIAN B. Barrp, 
Acting Secretary of the Treasury. 
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FrepERAL Deposir INSURANCE CORPORATION, 
Washington, D. C., July 1, 1958. 
Hon. J. W. Fucsrient, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 


Dear SENATOR FutsricHtT: In your letter of April 28, 1958, you request our 
views on 8S. 3698, a bill to amend section 4 of the Federal Home Loan Bank Act, 
to prohibit oral or written representations “that any of the shares, certificates, 
or deposit accounts of any building and loan, savings and loan, or homestead 
association or cooperative bank, or savings bank not insured by the Federal 
Deposit Insurance Corporation, which is a member of a Federal home loan bank, 
are insured or guaranteed contrary to regulations of the Federal Home Loan 
Bank Board. 

We are of the opinion that it is inappropriate in the proposed legislation to 
refer to the accounts of building and loan associations, savings and loan asso- 
ciations, cooperative banks and homestead associations as deposits. Institutions 
of this type issue shares or certificates for funds received and refer to the ac- 
counts maintained with them as shares or certificate accounts. The receipt of 
deposits is regarded as exclusively the function of banks. For this reason, we 
recommend the deletion from the bill of the word ‘deposit’, italicized above, 
and the addition before the words “savings bank”, italicized above, of the 
words “that any of the deposits of any.” We are enclosing a redraft of the 
proposal with these modifications. 

We are advised that only in the State of Ohio are building and loan associa- 
tions authorized to receive deposits. In that State they are authorized to re- 
ceive deposits in other than demand, commercial, or checking accounts. These 
deposit accounts in this one State would be adequately covered by the word 
“accounts” in lieu of the words “deposit accounts.” This would avoid attrib- 
uting generally to the building and loan type of institution the banking function 
of receiving deposits. 

With the modifications recommended above, we would have no objection to 
the proposed legislation. 

We have been advised by the Bureau of the Budget that there is no objection 
to the submission of this report. 

Sincerely yours, 
JESSE P. Wotcort, Chairman. 


Proposep REVISION OF 8S. 3698 


“No individual, association, partnership, or corporation shall make any 
representation, oral or written, that any of the shares, certificates, or deposit 
accounts of any building and loan, savings and loan, or homestead association 
or cooperative bank, or that any of the deposits of any savings bank not in- 
sured by the Federal Deposit Insurance Corporation, which is a member of a 
Federal home loan bank are insured or guaranteed, contrary to regulations of 
the Federal Home Loan Bank Board adopted upon a determination by said 
Board that such regulations are necessary or appropriate in the public interest 
or for the protection of investors and prohibiting, or limiting or restricting, the 
making of such representation by such individual, association, partnership, or 
corporation. Every individual, association, partnership, or corporation vio- 
lating the provisions of the sentence next preceding shall for each violation be 
subject to a penalty of not more than $1,000, which the Board may recover for 
its own use, through action or otherwise, in its own name and through its own 
attorneys, with power in said Board to remit, mitigate, or compromise any such 
penalty before or after the institution of action.” 


[S. 4116, 85th Cong., 2d sess.] 
A BILL To amend the Federal Home Loan Bank Act, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Federal Home Loan Bank 
Act, as amended, is hereby amended by adding thereto the following new sec- 
tion: 
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“Sec. 21. (a) It shall be unlawful for any person, by or through any use of 
the mails or of any of the means, instruments, or facilities of transportation or 
communication in interstate commerce, or with the aid of any such use, to— 

“(1) make any representation, oral or written, that any of the shares, 
certificates, or deposit accounts of any savings and loan association, or of 
any savings bank which is not a member of the Federal Deposit Insur- 
ance Corporation, are in any way insured or guaranteed, 

(2) issue, sell, or offer for issue or sale any such shares, certificates, or 
deposit accounts which are in any way insured or guaranteed otherwise 
than by the Federal Savings and Loan Insurance Corporation or the Fed- 
eral Deposit Insurance Corporation, or 

(3) in violation of an order of the Board directed to such person, know- 
ingly aid or assist any other person in doing any of the foregoing or know- 
ingly transport, transmit, disseminate, publish, or deliver any such repre- 
sentation— 

contrary to regulations of the Board regulating, or limiting or prohibiting, the 
making of such representation or such issue, sale, or offer and from time to time 
adopted by the Board upon a determination by the Board that such regula- 
tions are necessary or appropriate in the public interest and for the protection 
of investors. 

“(b) The Board shall have power to adopt, amend, and enforce such rules, 
regulations, and orders, and to require any person to furnish such information 
and reports and submit to such investigation and examination, as the Board 
may deem necessary or appropriate for the carrying out of the purposes or pro- 
visions of this section. For the purpose of any such investigation or examina- 
tion the Board or any person designated by it shall have power to administer 
oaths, issue subpenas and subpenas duces tecum, take evidence, and require the 
production of any books, papers, or other documents and writings which the 
Board or such person may deem relevant or material to the inquiry. Attend- 
ance of witnesses and production of books, papers, documents, or writings may 
be required from any place in the United States or any Territory at any des- 
ignated place. Witness fees and mileage may be paid to such extent and in 
such amounts as the Board may prescribe or allow. 

“(ce) (1) Whenever it shall appear to the Board that any person has com- 
mitted or is about to commit any act or acts which constitute or will constitute 
any violation of this section or of any rule, regulation, or order thereunder, it 
may in its discretion bring an action in any district court of the Unted States, 
any United States court of any Territory, or the United States District Court 
for the District of Columbia to enjoin such act or acts, and upon a proper show- 
ing a permanent or temporary injunction or restraining order shall be granted 
without bond. The Board may transmit such evidence as may be available con- 
cerning any such act or acts to the Attorney General, who may in his discretion 
institute any appropriate criminal proceedings. Any such criminal proceedings 
may be brought in the district court of any district in which any use of the 
mails or of any of the means, instruments, or facilities of transportation or com- 
munication in interstate commerce, involved in such act or acts, begins or ter- 
minates or the subject thereof is received, or in any court in which such pro- 
ceedings could be brought in the absence of this sentence. Upon application 
of the Board the courts mentioned in the first sentence of this subdivision (1) 
shall also have jurisdiction to issue writs of mandamus commanding any per- 
son to comply with the provisions of this section or of any rule, regulation, or 
order thereunder. 

*(2) The courts mentioned in subdivision (1) of this subsection shall have 
jurisdiction of offenses and violations under this section. Any action or judicial 
proceedng under this section may be brought in the district wherein the de- 
fendant or any defendant is found or is an inhabitant or transacts business, and 
process in any such action may run to and be served in any district or any 
place subject to the jurisdiction of the United States. In any such action er 
proceeding any organized group of persons which is not a corporation may be 
sued in its common name and as a legal entity. Any such action or proceeding 
may be brought by the Board in its own name and may, in the discretion of 
the Board, be prosecuted through its own attorneys. Cumulatively and addi- 
tionally to any civil, criminal, or other remedy, action, or proceeding under this 
section or otherwise, every person who violates any provision of this section or 
of any rule, regulation, or order thereunder shall for each violation be subject 
to a penalty of $1,000, which the Board may recover for its own use, through 
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action or otherwise, including recovery thereof in any other action or proceed- 
ing, other than criminal, under this section, and the Board may remit, mitigate, 
or compromise any such penalty before or after the bringing of any action or 
proceeding to recover the same. 

“(3) In case of contumacy or refusal to obey a subpena or subpena duces 
tecum issued to any person, any of the courts mentioned in subdivision (1) of 
this subsection, within the jurisdiction of which such person is found or resides, 
upon application by the Board shall issue to such person an order requiring 
such person to appear before the Board, or any person designated by the 
Board, there to produce books, papers, documents, or writings if so ordered, or 
there to give evidence touching the matter in question; and any failure to obey 
such order of the court may be punished by such court as a contempt thereof. 

“(4) No person shall be excused from attending and testifying or from pro- 
ducing books, papers, documents, or writings under this section, or in response 
to any subpena or subpena duces tecum issued under this section by the Board 
or by any person designated by it, or in any judicial or other action or proceed- 
ing instituted by the Board under this section, on the ground that any testi- 
mony or evidence, documentary or otherwise, required of such person may tend 
to incriminate such person, but no individual shall be prosecuted or subjected 
to any penalty or forfeiture for or on account of any transaction, matter, or 
thing concerning which such person is compelled, after having claimed his priv- 
ilege against self-incrimination, to testify or produce evidence, documentary or 
otherwise, except that such individual so testifying shall not be exempt from 
prosecution and punishment for perjury committed in so testifying. 

“(d) The Board shall determine its necessary expenditures under this sec- 
tion, and the manner in which the same shall be incurred, allowed, and paid, 
without regard to any other provision of law, and all such expenditures shall 
be considered as nonadministrative expenses. 

“(e) As used in this section— 

“(1) The term ‘Board’ means the Federal Home Loan Bank Board. 

“(2) The term ‘district’ has the meaning ascribed to that term by section 
451 of title 28 of the United States Code. 

“(3) The term ‘interstate commerce’ means trade or commerce, or any trans- 
portation or communication relating thereto, among the several States or be- 
tween any Territory and any State or other Territory, or between any foreign 
country and any State or Territory, or within any Territory. 

“(4) The term ‘person’ includes groups of persons and artificial persons. 

“(5) The term ‘savings and loan association’ includes any savings and loan 
association, building and loan association, cooperative bank, or homestead 
association. 

“(6) The term ‘Territory’ includes the District of Columbia, Puerto Rico, and 
the dependencies and possessions of the United States. 

“(f) Neither the enactment of this section nor anything in this section shall 
diminish or enlarge the power or authority of any State or Territory with re 
spect to any matter dealt with in this section.” 


FreperRAL HoME LOAN BANK BoArp, 
Washington, D. C., July 22, 1958. 
Hon. J. W. FcLsricHt, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear Mr. CHAIRMAN: This letter is in reply to your request dated July 10, 
1958, for a report on 8. 4116, a bill dealing with the problems arising out of the 
so-called commercial insurance of accounts in savings and loan associations. 

Until very recently, the only insurance of such accounts has been by the 
Federal Savings and Loan Insurance Corporation, an instrumentality of the 
United States, and, in the case of some State-chartered institutions in two 
States, by funds or organizations set up under the laws of the particular State 
for the protection of investors and not as a commercial enterprise. 

Within the past few months, however, it has developed that some associations 
are undertaking to provide such insurance through other carriers. 

From such investigation as it has been possible to make it has been revealed 
that these carriers are ordinarily organizations of some foreign country and 
it is our understanding that, at least in the usual case, they have not qualified 
to do business in the States in which the associations are located and are thus 
not subject to effective supervision by those States. 





SAVINGS AND LOAN INSURANCE 7 


We have been concerned as to whether these foreign organizations would have 
available assets in this country in case the insurance became payable, and as 
to whether process could be served on them so as to make them amenable to 
eourts other than those of their foreign domiciles. We have also been con- 
cerned as to the advertisements that have been used by associations which have 
utilized the facilities of these insurers. 

Some of these advertisements simply state that accounts are insured up to 
a specified sum. In other cases, the statement is made that the accounts are 
commercially insured, without any further indication of the distinction between 
such insurance and insurance by a governmental instrumentality. In some of 
the advertisements there is no indication whatever of the indentity of the insurer. 
Others merely give the name of the foreign company or display an emblem which 
contains the name of the company but bears a strong resemblance to the emblem 
used by institutions whose accounts are insured by the Federal Savings and 
Loan Insurance Corporation. 

Bven where the name of the insurer is given, there is ordinarily no statement 
or indication as to the location of its home office or other indication that its 
domicile is in a foreign country. In fact, the name of one of these insurers, 
by use of the word “American” in such name, is in itself likely to cause investors 
to be under misapprehension in this respect. 

The present bill, S. 4116, would add to the Federal Home Loan Bank Act 
a new section which would make it unlawful for any person, by or through any 
use of the mails or of any of the means, instruments, or facilities of transporta- 
tion or communication in interstate commerce, or with the aid of any such 
use, to make any representation, oral, or written, that any of the shares, certifi- 
cates, or deposit accounts of any savings and loan association, or of any savings 
bank not a member of the Federal Deposit Insurance Corporation, are insured 
or guaranteed, if such representation was contrary to regulations of the Federal 
Home Loan Bank Board adopted by the Board on a determination by it that 
such regualtions were necessary or appropriate in the public interest and for 
the protection of investors. 

Such a provision would enable the Board to take action without regard to 
whether the institution was or was not a Federal Home Loan Bank member. 
It is broader in this respect than the earlier bill, 8. 3698, and we believe desir- 
ably so, as all except one of the savings and loan associations which according 
to our information have undertaken to obtain commercial insurance have not 
been Federal Home Loan Bank members. In out letter to you of April 21, 1958, 
we noted that constitutional questions might be raised if an effort were made 
to cover this field by Federal legislation. We believe that the present bill, by 
basing its coverage on the recognized power of the Federal Government over 
the use of the mails and of the means, instruments, and facilities of interstate 
commerce, provides a sound constitutional basis for such coverage. 

The present bill would also make it unlawful for any person, by the above- 
mentioned methods, to issue, sell, or offer for issue or sale any such shares, 
certificates, or deposit accounts which were insured or guaranteed otherwise 
than by the Federal Savings and Loan Insurance Corporation or the Federal 
Deposit Insurance Corporation. Finally, the bill would make it unlawful for 
any person, knowingly and by such methods, to aid or assist in any such 
unlawful acts or to transport, transmit, disseminate, publish, or deliver any 
such representations; however, these additional provisions would apply only 
where the acts done were in violation of an order of the Board directed to such 
person, as distinguished from simply being in violation of such regulations. 

The bill contains implementing provisions with respect to information, 
reports, investigations, and examinations (subsection (b)); criminal and civil 
enforcenment procedings (subsection (c)); necessary expenditures under the 
section (subsection (d)); and definitions of terms used in the section (subsec- 
tion (e)). There is also a provision to make clear that the powers of the States 
3 Territories in this field would not be affected by the measure (subsection 
(f)). 

The Board favors enactment of the bill, and has only two suggestions with 
respect to it. 

Our first suggestion is that savings banks be excluded from the coverage of the 
bill, as we are aware of no present problem in this connection with respect to 
such banks. This exclusion could be accomplished by striking the language of 
the bill beginning with the comma in line 11 on page 1 and ending with the first 
comma in line 2 on page 2. 
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The second suggestion which we have is that consideration be given to the 
advisability of adding a provision that, in the future, no institution of the savings 
and-loan type shall be admtted to Federal Home Loan Bank membership unless 
it is, or becomes, insured by the Federal Savings and Loan Insurance Corpora- 
tion, and requiring maintenance of such insurance by all Federal Home Loan 
Bank members which have or obtain insurance by that corporation. A sug- 
gested form of amendment which, if desired, could be used for that purpose is 
presented herewith as attachment A. 

This amendment is, except for some perfecting changes, identical with that 
presented with our letter to you of May 1, 1958, regarding S. 3698. We believe 
that the amendment would tend to lessen the problem of so-called commercial 
insurance in the case of Federal Home Loan Bank members. We also believe 
that the requirement of insurance by the Federal Savings and Loan Insurance 
Corporation in the case of bank members would be desirable for the further 
purpose of guarding against the possible occurrence of heavy demands on the 
Federal Home Loan Banks arising from loss of confidence due to lack of such 
insurance. 

We recognize that not all associations which obtained Federal Home Loan 
Bank membership when such insurance was not required may wish to obtain 
such insurance or may be in a position to qualify therefor, and for that reason 
the proposed amendment would require the obtaining of such insurance only 
in the case of associations seeking membership in the future. 

We have received informal advice from the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
ALBerT J. ROBERTSON, Chairman. 


ATTACHMENT A 
SUGGESTED AMENDMENT To S. 4116, 85TH CONGRESS 


At page 7, after line 15, insert the following new matter : 

“Sec. 2. Section 4 of the Federal Home Loan Bank Act, as amended, is hereby 
amended by adding thereto at the end thereof the following new subsection: 

“*(d) After the date of enactment of this subsection, no insitution which is a 
building and loan, savings and loan, or homestead association or cooperative 
bank shall become a member of a Federal Home Loan Bank unless such institu- 
tion is, or not later than its admission to such membership becomes, an insured 
institution. The Federal Home Loan Bank membership of an insured institution 
shall terminate automatically and simultaneously with the termination of the 
insured status of such institution. If, after the termination of membership under 
this section, the insured status of the institution is reinstated by action of 
the Federal Home Loan Bank Board or of a court having jurisdiction to do so in 
reversing or setting aside such termination, such membership shall be auto- 
matically reinstated at the same time, and such if any adjustments and pay- 
ments as may be ordered by the Federal Home Loan Bank Board shall be 
made by the institution and by the Federal Home Loan Bank involved. Upon 
failure or refusal of an institution to make any such adjustment or payment the 
Federal Home Loan Bank membership and the insured status of the institu- 
tion shall automatically terminate at such date as the Federal Home Loan Bank 
Board may fix, but the Federal Home Loan Bank Board may extend any such 
date at any time or times before the same becomes final. In the event of termina- 
tion of membership under this section, the provisions of the last two sentences 
of subsection (i) of section 6 shall be applicable. In the event of termination of 
insured status under this section, the provisions of section 407 of the National 
Housing Act, as now or hereafter in force, with respect to continuance of in- 
surance, examination, payment of final premium, and notice to insured members 
in the case of termination of insured status shall be applicable. As used in this 
subsection, the term “insured institution” means an institution which has a 
status as an insured institution under title IV of the National Housing Act, as 
now or hereafter in force, and the term “insured status” means the status here- 
inbefore referred to in this sentence’.”’ 
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FEDERAL Deposit INSURANCE CORPORATION, 
Washington, July 22, 1958. 
Hon. J. W. FuLBRicHrT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 

Dear SENATOR Fursrient: In your letter of July 10, 1958, you request our 
views on S. 4116, a bill to amend the Federal Home Loan Bank Act, to prohibit 
anyone from using the mails or any means of transportation or communication 
in interstate commerce, to— 

(1) Make any representation, oral or written, that any of the shares, 
certificates, or deposit accounts of any savings and loan association, or of 
any savings bank which is not a member of the Federal Deposit Insurance 
Corporation, are in any way insured or guaranteed, 

“(2) Issue, sell, or offer for issue or sale any such shares, certificates, or 
deposit accounts which are in any way insured or guaranteed otherwise than 
by the Federal Savings and Loan Insurance Corporation or the Federal 
Deposit Insurance Corporation,” 

or (3) to knowingly aid any person in doing any of the foregoing, contrary to the 
regulations of the Federal Home Loan Bank Board. This bill is similar to the 
legislation proposed in S. 3698 on which we commented in our letter to you of 
July 1, 1958, although S. 4116 is not limited to institutions which are members 
of the Federal Home Loan Bank System and would include mutual savings 
banks in Connecticut and Massachusetts which are insured under State plans. 

As we said with reference to similar provisions in 8. 3698, we are of the opin- 
ion that it is inappropriate in this proposed legislation to refer to the accounts 
of building and loan associations, savings and loan associations, cooperative 
banks and homestead associations as deposits. Institutions of this type issue 
shares or certificates for funds received and refer to the accounts maintained 
with them as share or certificate accounts. The receipt of deposits is regarded 
as exclusively the function of banks. 

For this reason subparagraphs (1) and (2) of this proposed legislation quoted 
above should be changed to read as follows: 

“(1) make any representation, oral or written, that any of the shares, 
certificates, or accounts of any savings and loan association or that any of 
the deposits of any savings bank which is not a member of the Federal 
Deposit Inswrance Corporation, are in any way insured or guaranteed, or 

“(2) issue, sell, or offer for issue or sale, shares, certificates, or accounts 
of any savings and loan association which are in any way insured or guar- 
anteed otherwise than by the Federal Savings and Loan Insurance Corpo- 
ration, or receive or offer to receive deposits which are in any way insured 
or guaranteed in any savings bank which is not a@ member of the Federal 
Deposit Insurance Corporation,” 

We are advised that only in the State of Ohio are building and loan associa- 
tions authorized to receive deposits. In that State they are authorized to 
receive deposits in other than demand, commercial, or checking accounts. These 
deposit accounts in this one State would be adequately covered by the word 
“accounts” in lieu of the words “deposit accounts.” This would avoid attrib- 
uting generally to the building and loan type of institution the banking function 
of receiving deposits. 

We also doubt the propriety of lodging with the Federal Home Loan Bank 
Board supervision of the advertising of savings banks. If Congress determines 
that this proposed legislation is necessary for banks which are not members of 
the Federal Deposit Insurance Corporation, 1 of the 3 Federal banking agencies 
should, in our opinion, be designated to regulate the advertising of insurance of 
such banks. For this reason the words italicized in subparagraphs (1) and (2), 
last quoted above, should be deleted. 

With the modifications recommended above, we would have no objection to the 
proposed legislation. 

We have been advised by the Bureau of the Budget that there is no objection 
to the submission of this report. 

Sincerely yours, 

JESSE P. Wo.cott, Chairman. 
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FreperAt Home Loan BANK Boar, 
Washington, D. C. April 21, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear Mrz. CHAIRMAN: Reference is made to your letter of April 2, 1958, re- 
garding commercial insurance of accounts in savings and loan associations. 
Your letter refers particularly to the Family Savings & Loan Association in 
Maryland, stating that the advertising practices of that association have been 
called to your attention by Senator J. Glenn Beall. 

You state that while you realize that this association is not under the juris- 
diction of the Federal Home Loan Bank Board you would appreciate our for- 
warding to you any information we may have concerning it and other commer- 
cially insured associations. You further state that you understand that the 
House Committee on Banking and Currency has adopted an amendment to 
S$. 1451 placing certain restrictions on the advertisements of commercially in- 
sured savings and loan associations, and that it would be helpful if our report 
included a statement on this amendment and the desirability of additional leg- 
islation governing this type of activity. 

In response to your request for information concerning the Family Savings 
& Loan Association and other commercially insured associations, there are 
attached exhibit A, a schedule entitled “Outline of Features—Savings Insured 
by Commercial Companies,” containing such information as we have with re- 
spect to commercial insurers and the savings and loan associations insured by 
each, and exhibit B, a schedule entitled “Available Financial and Other Data 
of Associations Advertising Commercial Insurance.” 

With respect to the amendment by the House Committee on Banking and 
Currency to 8. 1451, it is our understanding that this is a proposed amendment 
agreed to by that committee in executive session following hearings on that 
bill and its House companion bill, H. R. 7026. 

We understand that the amendment would be to the new subsection (d) 
which would be added to section 4 of the Federal Home Loan Bank Act by 
title IV of S. 1451. 

Under 8S. 1451 as passed by the Senate, said subsection (d) would, under 
penalty of $1,000 recoverable by the Board, prohibit any Federal home-loan 
bank member the accounts of which are not insured by the Federal Savings 
and Loan Insurance Corporation from certain types of advertising or publicity. 
The prohibitions would debar any such member from advertising or represent- 
ing, off the premises of its main office or any branch or agency, that it is a 
Federal home-loan bank member or otherwise associated with the Federal Home 
Loan Bank System, or so using for advertising, display, or publicity purposes any 
insignia, emblem, or indicia designed to identify it with such a bank or with 
said System, except as the Board may expressly authorize by regulation refer- 
ring to the subsection. The Senate committee report stated that the subsec- 
tion was deemed advisable to prevent misuse of membership in the Federal Home 
Loan Bank System by causing public confusion as to the status of accounts of 
such a member as regards insurance protection through the Federal Savings 
and Loan Insurance Corporation. 

The House companion bill (H. R. 7026) included this subsection in modified 
form rather than in the form in which it appears in the Senate bill. In ex- 
planation of this change, it is stated as follows at page 79 of committee print 
of the House Committee on Banking and Currency dated March 7, 1958, and 
entitled “Substantive Changes in Law Incorporated in Financial Institutions 
Act’: “The provision of the Senate bill aroused criticism on the ground it might 
be abused so as to discriminate against uninsured member associations. To 
meet these objections, Congressman Brown included the substitute provision 
referred to above in H. R. 7026, which he introduced.” 

In the House bill, the subsection merely provides that no Federal home-loan 
bank member whose accounts are not insured by the Federal Savings and Loan 
Insurance Corporation shall advertise or represent in any manner so as to state, 
imply, or convey the impression that its accounts are insured by said Corpora- 
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tion. There is no penalty provision in the House version, but it is provided 
therein that violation of the subsection shall be ground for termination of mem- 
bership under the termination provisions of the act. 

According to our information the action taken by the House committee con- 
sists of striking the language of the Senate subsection and inserting the House 
language, with modifications. We understand that the subsection would then 
read as set forth below (language neither italicized nor bracketed is language 
from H. R. 7026 that would be retained, while bracketed matter is language 
from H. R. 7026 that would be deleted and italicized matter is new matter 
which would be added) : 

*(d) No member of a Federal home-loan bank whose accounts are not insured 
by the Federal Savings and Loan Insurance Corporation shall advertise or repre- 
sent in any manner So as to state, imply, or convey the impression that its accounts 
are insured by said Corporation. [Violation] Any such member which does 
advertise or represent that its accounts are insured must affirmatively indicate 
in such advertisement or representation the name and home address of the carrier 
of such insurance. Any such member which violates this subsection shall be 
subject to a penalty of not more than $1,000, which the Board may recover for its 
use; and violation of this subsection shall be ground for termination of member- 
ship under subsection (e) of section 6.” 

The whole matter arises out of the very recent entry of “commercial” insurers 
into the insurance of accounts in savings and loan associations, a field heretofore 
occupied entirely by the Federal Savings and Loan Insurance Corporation (an 
instrumentality of the United States) and, in the case of some State-chartered 
associations in two States, funds or organizations set up under the laws of the 
particular State for the protection of the investing public and not as a commer- 
cial enterprise. 

Heretofore, members of the public who have been informed that their invest- 
ments in savings and loan associations are insured or guaranteed have been justi- 
fied in assuming that such protection was being provided through an instrumen- 
tality of the United States or through such a fund or organization. Recently, 
however, it has developed that a small but growing number of associations adver- 
tising insurance of accounts are undertaking to provide such insurance through 
other carriers. 

Investigation has revealed that these carriers are ordinarily organizations of 
some foreign country ; that at least in the usual case they have not qualified to do 
business in the States in which the associations are located and are thus not 
subject to effective supervision by those States; and that adequate information 
as to their solvency and financial standing is generally not available. There are 
also indications of prospective entry of at least one domestic insurance company 
into the field. 

Some of the advertisements of these associations simply state that accounts 
are insured to a specified sum. In others, the statement is made that the accounts 
are “commercially insured,” without indication of the distinction between com- 
mercial insurance and insurance by a governmental instrumentality. Some of 
the advertisements contain no indication of the identity of the insurer ; others give 
the name of the foreign company, or display an emblem which, though containing 
such name, bears a strong overall resemblance to the emblem used by institutions 
whose accounts are insured by the Federal Savings and Loan Insurance Corpora- 
tion. Even where the name is given, the company’s home office is ordinarily not 
stated, and the name itself, through the use of the word “American,” is in some 
cases likely to cause investors to be misled in this respect. 

We believe that the amendment proposed by the House committee would be 
helpful in connection with this problem. By requiring a statement of the name 
and home address of insurers (other than the Federal Savings and Loan Insur- 
ance Corporation) it would require a more complete disclosure in the interest 
of protection of the public from uninformed reliance on carriers which 
are organizations of foreign countries. 

On the other hand, we do not believe that it would provide a complete solution 
of the problem. It would apply only to Federal home-loan bank members, and 
the chief (and, so far as we know, the only) use of commercial insurers has here- 
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tofore been by associations which are not such members, although the problem 
is potentially existent as to associations which are such members. 

It is, of course, recognized that constitutional questions might be raised if an 
effort were made to cover this entire matter by Federal legislation. In this con- 
nection we advise that the Federal Home Loan Bank Board has transmitted to 
the Bureau of the Budget, for suggested circularization to State legislatures 
through the Council of State Governments, a draft proposal for State legisla- 
tion on the subject. This draft proposal would invite the enactment by the vari- 
ous States (but only after careful review of the particular State’s legislative bill 
drafting requirements and practices) of legislation prohibiting savings and loan 
associations, or similar institutions as therein specified, from making any repre- 
sentation, oral or written, that any of its shares, certificates, or deposits are in- 
sured or guaranteed unless the same are insured or guaranteed by an instru- 
mentality of the State or of the United States or by a commercial company au- 
thorized by the law of the State to write such insurance or guaranty, and fur- 
ther providing that if the insurance is by such a commercial company any such 
representation shall include a statement (which, if such representation is 
written, shall be in writing of a size and prominence at least equal to that in 
which the representation is made) that the same are not insured by the State 
or an instrumentality thereof or by the United States or an instrumentality 
thereof. 

We believe it might well be concluded that Federal legislation on this subject 
relating to Federal home-loan bank members should not extend to such members 
which are savings banks insured by the Federal Deposit Insurance Corporation 
or insurance companies. Further, it would appear that there should be suflicient 
flexibility in any such provision so that appropriate exceptions could be made, 
by regulation, for cases in which members which are savings and loan associa- 
tions, building and loan associations, cooperative banks, or homestead associa- 
tions, or savings banks, are insured by such State-authorized funds or organiza- 
tions as are hereinbefore mentioned. 

In an effort to resolve these various considerations, we suggest for considera- 
tion a provision along the following line, which could be used in modification of 
the above-quoted provision or as a separate measure: 

“No individual, association, partnership, or corporation shall make any repre- 
sentation, oral or written, that any of the shares, certificates, or deposit ac- 
counts of any building and loan, savings and loan, or homestead association or 
cooperative bank, or savings bank not insured by the Federal Deposit Insurance 
Corporation, which is a member of a Federal home-loan bank are insured or 
guaranteed, contrary to regulations of the Federal Home Loan Bank Board 
adopted upon a determination by said Board that such regulations are necessary 
or appropriate in the public interest or for the protection of investors and pro- 
hibiting, or limiting or restricting, the making of such representation by such 
individual, association, partnership, or corporation. Every individual, associa- 
tion, partnership, or corporation violating the provisions of the sentence next 
preceding shall for each violation be subject to a penalty of not more than $1,000, 
which the Board may recover for its own use, through action or otherwise, in its 
own name and through its own attorneys, with power in said Board to remit, 
mitigate, or compromise any such penalty before or after the institution of 
action.” 

Under this suggested approach, a flexible means of protection would be pro- 
vided, and the making of such representations not only by the association but 
by brokers or others could be dealt with. 

In connection with the creation of the Federal Deposit Insurance Corporation 
and the Federal Savings and Loan Insurance Corporation the committee is well 
aware of the history and experience of other types of insurance programs rep- 
resented as protecting the investments of the public in financial institutions. 

We have received informal advice from the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
WILLIAM J. HALLAHAN, 
Acting Chairman, 
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ExurpsiT A 


Name American Savings & Loan 


Indemnity Co. 


London, England. 

| Toronto, Canada. 

| Panama, Republic of Panama. 
| Washington, D. C. 
Wilmington, Del. 


| 
“| 
Location of offices - . - 


Date chartered. .......-.| 1956 (estimated). 


Panama. 
“* * * savings-share accounts” (‘‘* * * 
withdrawable or repurchasable 
| shares, investment certificates, or 
‘deposits’ in the Association * * *’’). 
{ | $10,000. 


Chartering jurisdiction 
Type of coverage . - 


Maximum 
insurance. 
Cost of insurance -.---- 


amount 0 


Ist policy year, 44 of 1 percent of all 
insured accounts and creditor obli- 
gations, payable monthly on ad- 
justed base. 

Subsequent years, ‘“‘* * * the Insurer 
reserves the right to establish a new 
premium rate * * *.”’ 


Payment provisions 1. Prevention—‘‘* * * make loans to, 
purchase the assets of, or make | 
contributions * * *” 

2. Payoff—‘‘generally makes full pay- 
ment in eash to all mem- 
bers ** #7 
Specific requirements....| 1. ““* * * permit and pay the cost of 


| such examination as * * * nec- 
essary’’ and make available other 
} information and reports ‘“‘as the 
| Insurer may prescribe.”’ 

| 


“e+ * * 


to 


not * * * issue securities 
which guarantee a definite re- 
turn, * * * or which have a 
definite maturity, or * * * have 
not been approved by the in- 
surer.”’ 

“* * * not carry on any sales or 
advertising plans or practices, 
which are disapproved by the 
insurer.” 

4, ‘““* * * shall amend its by-laws to 

require * * *” notification to in- 

sured members relative to termi- 
nation of insurance. 
shall provide adequate re- 
| serves satisfactory to the Insurer 
before paying dividends to its 
insured members.”’ 
| 6. “* * * shall maintain on deposit 
| with the insurer an insurance 
reserve deposit in cash equal to 
five percent (5%) of the sum of 
all insured accounts and all 
creditor obligations.”” This re- 
serve shall be adjusted monthly 









and will earn interest at the 
annual rate of 3.6 percent. ‘‘The 
| reserve deposit shall be with- 


drawable upon termination of the 
policy if the insurance carrier is 
released from its liability.”’ 

7. Insurer shall have broad powers in 
event of default to serve as re- 
ceiver, to reorganize, to negotiate 
merger, to carry on operations, 
ete. 


Financial data: 


pT a Not available. 
*aid-in capital. ----_| Reported as $1,000,000. 
Reserve. ..-...-- Not available. 


29379—58 


bo 
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Outline of features, savings insurance by commercial companies 


International Guaranty & Insurance 
Co. 


Corporate 
Morocco. 

Operating headquarters, Willemstad, 
Curacao. 

ieee States counsel, San Francisco, 
Yalif. 

Fiscal office, Carson City, Nev. 

December 1956 (formed as successor to 
2 insurance companies writing a gen 
eral insurance business). 

Morocco. 

“* * * withdrawable or repurechasable 
accounts, shares or certificates.” 


headquarters, Tangier, 


$10,000. 


Rates apparently quoted only after 
submission of ‘‘* * * a detailed bal- 
ance sheet including an analysis of 
its investments and * * * of its loan 
portfolio * * *.” 


Payoff—‘‘* * * (1) in cash, or (2) by 
making available * * * a transferred 
account in another insured savings 
and loan association * * *”’ 


“Investigation of financial responsi- 
bility, management practices and 
investment policies” to determine 
eligibility. 


Dee. 31, 1957: 
$3,616,890. 
$500,000. 

52,045,998. 
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Outline of features, savings insurance by commercial companies—Continued 


Name 


Institutions insured... 


| 
| 
| 


Miscellaneous. ---....--- 


Name 


Location of offices_--.---- 
Date chartered... -....-..- 


SAVINGS AND LOAN INSURANCE 


Exurpir A 


American Savings & Loan 
Indemnity Co. 


Family Savings Association, Balti- 
more, Md. (plus 5 Maryland offices). 


1. The American Council of Inde- 
pendent Savings & Loan Asso- 
ciations (Baltimore, Md., and 
Washington, D. C.), a trade asso- 
ciation apparently for non- 
FS&LIC-insured associations, 
makes insurance through Ameri- 
ean Savings & Loan Indemnity 
Co. available to members at 10 
percent discount on premium. 

2. Has certificate of qualification from 
Delaware Department of Insur- 
ance. Over 16 percent of assets 
“held in trust under the laws of 
Delaware for the protection of all 
American citizens whose savings- 
share accounts are insured by our 


Atlantic Casualty & Fire Co. 


Columbia, S. C. 
Prior to October 1956. 


Chartering jurisdiction..| South Carolina. 


Type of coverage-.-..--- 


**Cash deposits” (notes, certificates of 


indebtedness, savings certificates). 


Maximum amount of | $10,000. 


insurance. 
Cost of insurance. -----.-- 


Payment provisions. ...-. 


“«* * * one-twelfth (M2) of one (1) 


r 
centum per month, payable 
monthly * * *’” (annual rate, 1 per- 
cent of deposits). 


“* * * at the option of the individual 
depositors, either (1) by cash, or 
(2) by making available to each 
depositor a transferred deposit in a 
new finance company or bank in the 
City of Columbia, State of South 
Carolina, an amount equal to the 
insured deposit of such depositor.’’ 4 


Specific requirements....| 1. “* * * retain on hand at all times 


the amonnt of * * * 125% * * * 
of acceptable commercial auto- 
mobile paper in proportion to 
the deposits or existing liability 
covered by the * * * insurer. 

2. “* * * keep on hand or in an ap- 
roved k or depository or 
wating and Inan a minimum of 

fifteen (15%) per centum in cash 
of all deposits insured * * *”’ 

3. “* * * agrees to allow and anthor- 
ized the partial or complete in- 
spection, examination or audit of 
all its records, deposits and other 
transactions * * *” 
surer. 


See footnotes at end of table. 


by the in- | 


International Guaranty & Insurance 
Co. 


1, 


oan + S&S WN 


. “** * * extensive 











Arizona Savings & Loan Associa- 
tion, Phoenix, Ariz. (17 offices in 
Arizona reported). 


. Utah Savings & Loan Association, 


Provo, Utah. 


. Idaho Savings & Loan Association, 


Boise, Idaho (4 offices in Idaho). 


. Commercial Savings & Loan Asso- 


ciation, Baltimore, Md. 


. Security Savings Institution, Inc., 


Seattle, Wash. (2 offices in Seattle). 


. Prudential Savings & Loan Asso- 


ciation, Burley, Idaho. 

reinsurance facili- 
ties with European companies of 
age, standing, stability and mil- 


lions in assets.’’ 


2. ‘‘ All premiums on U. 8. business are 


deposited in Trust with the 
Pacific National Bank of San 
Francisco.”” (Trust account of 
ior than $1,000,000 on Dec. 31, 





Guardian Insurance Corp.! 





Baltimore, Md. 
Apr. 2, 1957. 


aryland. 


“«* * * the deposits of its savers—Sav- 


ings and Loan Associations, Building 
and Loan Associations * * *,” 3 


$10,000. 


Savings insurance, ‘‘* * * 2 of 1 per- 


cent per year on the gross amount of 
savings deposits and surplus * * * 
payable semi-annually, with a mini- 
mum charge of $509.00 per year as 
premium on savings and surplus up 
to $600,000.00.”’ 3 


Savings--‘‘Payment to be either: (1) 


Cash, or (2) by making available to 
each insured account a transferred, 
insured account in a new institution 
in the same community or in another 
insured institution in an amount 
equal to the insured account, prin- 
cipal and accumulated interest of 
such defaulting insured member 
Association.”’ 


Detailed regulations are proposed pro- 


viding for the organization of new 
associations, the operations of exist- 
ing institutions, designation of lend- 
ing area, fidelity bond coverage, 
branch and ageney operations, re- 
porting, periodic examinations by 
Guardian, approval of mergers and 
dissolutions, ete. 
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Name Atlantic Casualty & Fire Co. Guardian Insurance Corp.! 


Specific requirements....| 4. “Insurer may call “* * * unsound 
| practices * * *”’ to the attentiun 

of the insured, and if they are 
uncorrected within 30 days may 
terminate insurance. (However, 

“* * * all deposits previously 
insured shall continue to be 








covered.’’) 
Financial data: | 
Assets........ stactaadi Not available. Not available. 
Paid-in capital. --._. do. ——— $1,500,000. 
OONEG. 60d higenend do. 0. 
Institutions insured... ..) Winchester Graham Agency, Inc., | None. (See Miscellaneous.) 
Columbia, S. C. 

Miscellaneous. .......... |  Bither party may cancel * * *’’ the | 1. Guardian proposes, under certain 
| imsurance agreement ‘“‘* * * upon conditions, to insure construction 
| ninety (90) days written notice. loans for up to 1 year at a premium. 

However, * * * all deposits previ- charge of 4 of 1 percent per annum. 
ously insured shall continue to be | 2. “‘ Many local, statewide, and out-of- 
covered.”’ state Savings and Loan Associa- 


tions and Building and Loan 
Associations have * * *’ inquired 
of and offered to “‘* * * join the 
Guardian Insurance Corporation’s 
plan for their Associations * * *” 
About “* * * fourteen Associa- 
tions * * * say that they are 
ready to talk business as soon as 
the Insurance Commissioner issues 


a license * * *.”’ 


1 The principal organizer of the Guardian Insurance Corp. apparently was also the key figure in organizing 
the Howardale Industries, Inc., a Maryland corporation chartered in 1956, or earlier, with a paid-in capital 
reported as in excess of $250,000. According to newspaper advertisements of the Empire Savings & Loan 
Association, Baltimore, Md., its “‘Savings Accounts * * * are endorsed against loss up to $10,000.00 for 
each account by an Assurance Agreement of tle Howardale Industries, Inc. * * *.” 

2In addition to savings insurance, the Guardian Insurance Corp. proposes to guarantee the “. * * * 
mortgage debts of Mortgage Companies, Real Estate Companies, Banks and other approved lenders * * *”’ 
and, through other companies to ‘‘* * * provide the facilities for Title, Fire and Tite Insurance to bor- 
rowers of accepted Associations at standard rates.” It is further propered that additional services, including 
advertising metcrial, business forms, etc., will be provided to members. 

3 Cost of mortgage insurance provided by the Guardian Insurance Corp. will be as follows: 

(a) “* * * 4% of 1 percent per year or insurance or guarantee by Guardian, on the net balance of the 
mortgage debt, accrued interest and other imposed taxes and property expense, * * * where the lender 
does the full servicing of the mortgage, and reports arc sent to Guardian.” 

(+) **‘Where Guardian does part of the servicing of the mortgage * * *’’, the “‘* * * charge is 4 of 1 per- 
cent in addition to the above \ of 1 percent.” 

(c) ‘Where Guardian does the full servicing of the mortgage, * * *”’ the ‘‘* * * charge is 4 of 1 percent 
per vear in addition to the insurance or guarantee charge of 4 of 1 percent per year.”’ 

The prospectus of the Guardian Insurance Corp. further implies that premiums may be adjusted in the 
future, viz., “On future commitments, these charges may change downward or upward on 30 days written 
notice, depending upon the economy at the time.” 

‘ The insurance agreement of the Atlantic Cesualty & Fire Co. further states that payments of deposits 
shall not be made until the insured party “‘* * * has been adjudicated to be insolvent and a receiver has 


been appointed * * *.”’ It ‘* * * shall be deemed to have been so adjudicated on account of inability to 
meet the demands of its depositors * * *.’’ 


GENERAL NoTE.—The Alaska Savings and Loan Association, Ketchikan, Alaska, advertises ‘“‘All 
accounts insured commercially up to $10,000" and the Inter-American Savings & Loan Association 
Panama, Republic of Panama (assets, Jan. 15, 1958, $458,654) advertises ‘‘All accounts insured up to $10,000.” 
These 2 associations distribute pamphlets that are similar as tof ormat and, in many instances, are identical, 
as to content. Each indicates that ‘‘In effect, your invested money is protected by insurance in essentially 
the same manner as most insured savings accounts in the United States.’ In neither instance is the insurer 


identified, although it has been reported informally that the insurer may be the Federated Swiss Insurance 
Underwriters, Inc. 


Source: 


American Savings & Loan Indemnity Co.—Standard policy form, with affixed provisions; standard 
application form; standard certified resolution for adoption by applicant; questions and answers about 
commercial insurance of savings-share accounts; miscellaneous correspondence. 

International Guaranty & Insurance Co.—Pamphlet entitled “International Guaranty & Insurance 
Company”, form letter issued by Insurance Department of Arizona; balance sheet of company; miscel- 
laneous correspondence. 

Atlantic Casualty & Fire Co.—Single interest insurance agreement between company and Winchester 
Graham Agency; miscellaneous correspondence. 

Phe we Corp.—Amended registration statement under the Securities Act of 1933, filed Sept. 

, 1957 wit 1¢ SEC. 

a Industries, Inc.—Newspaper advertisements of Empire Savings & Loan Association, Balti- 
more, Md. 

Alaska Savings & Loan Association, Ketchikan, Alaska—Pamphlet of association. 


Inter-American Savings & Loan Association, Panama, Republic of Panama.—Form letter dated Decem- 
ber 1957 and pamphlet of association. 
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ExHIBIT B 


Available financial and other data of associations advertising commercial 
insurance 


[Amounts in thousands] 


os Ye | 
Num- | Sav- Bor- | Mort- Re- 
Name, address, and type of association | berof | ings rowed | gage serves 
offices | capital | money | loans | 


Arizona Savings & Loan Association, Phoenix, Ariz., guaranty 


stock association _- | 17 |$26,391 | $3,250 |$24, 893 | 1 $1,268 
Family Savings & Loan Association, Baltimore, Md., mutual | | 

association... 6| 2,628 | 4,548 | 6,998 81 
Utah Savings “& Loan Association, Provo, Utah, guaranty | | 

stock association _- 1; @ (2) (2) (2) 
Idaho Savings & Loan Association, Boise, Idaho, guaranty | | 

stock association_.- | 4; () (?) (?) (?) 
Empire Savings & Loan Association, Baltimore, Md., mutual | 

association ___._- , 1 (2) (2) (2) (2) 
Commercial Savings & Loan Association, Baltimore, Md., 

mutual association.__.- 1}; @& ©} ®@ (2) 
Security Savings Institution, ‘Inc. ., Seattle, Wash., guaranty } 

stock company -- ‘ 2 | 78 (2) 133 | 359 
Prudential Savings & Loan Association, Burley, Idaho; type 

not known. --- 1 (?) (?) (?) (?) 
Alaska Savings & Loan Association, Kitchikan, Alaska; type 

not known s 1 (?) (?) (?) (2) 
Inter-American Savings & Loan Association, Panama, Re- 

public of Panama; type not known-. 1 (?) (2) (2) (2) 

Trabed C0iG.6 cise cece ede wcece . 35 


1 Includes capital stock, but amount not indicated. 
2 Not available. 
3 Includes capital stock of $58,750. 


Norte.—All financial data is as of Dec, 31, 1957, except that with respect to the Arizona Savings & Loan 
Association which is as of Dec. 27, 1957. 


Senator SparkMAn. In opening of the hearings Senator Beall has 
a short statement that he wishes to make. Following that I am going 
to ask Congressman James Roosevelt, who is chairman of the board 
of one of the affected companies and who is interested in the legisla- 
tion within the scope that I suggested, to make a short statement. 
Then we will call on our witnesses as we have them listed. All right, 
Senator Beall. 

Senator Bratz. Thank you, Mr. Chairman. 

I want to say at the outset that I am not personally interested in any 
particular investigation of any company. I am interested in legisla- 
tion. 

This hearing, as you know, was scheduled for, and is being con- 
ducted to elicit information for the use of this committee in the con- 
sideration of two bills, S. 3698 and S. 4116. S. 4116 is the more im- 
portant inasmuch as it will, if legislation is proved to be necessary, 
more adequately serve our purposes; it is a more realistic approach to 
the problem at atid. 

As the author of this bill, I wish to state now that I am not wedded 
to the language of the bill as it is now written. There are some 
changes which have been called to my attention as desirable, and I 
am well aware that these hearings may produce others. Our desire 
here is to protect small and large savers from possible loss through 
dubious advertising, which often is part of the solicitation of business 
from savers in interstate commerce. 

It is our hope that this hearing will provide us with that infor- 
mation which will demonstrate one of two things: 
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(1) In order to protect an investor or depositor in savings and 
loan institutions, the interstate advertising which solicits such in- 
vestments should be of such a nature that the investor can be assured 
that his funds will be secure. We want to preclude spurious or mis- 
leading advertising in the interests of the investor or saver who might 
be misled by advertising and, as a result, suddenly find himself with- 
out a penny, or with only a few cents on the dollar, of his savings. 
It is hoped that if regulation is necessary to provide such protection, 
where interstate advertising and solicitation is concerned, the testi- 
mony at this hearing may help to apprise us of the extent to which 
that necessity may be met. 

(2) It may be that these hearings will show that regulation of 
such advertisements is not necessary. That, of course, would be an 
ideal situation. It is possible that testimony of witnesses invited to 
testify at the beginning of these hearings may demonstrate that such 
advertising as led to my introduction of these bills is of a nature as 
not to require any regulation. If that be the case, all well and good. 

In March of 1958, my attention was called to the solicitation of 
business by the Family Savings & Home Loan Association in Mary- 
land, which advertised “savings insured commercially up to $10,000.” 
My information at that time was that this insurance was of doubtful 
validity, in that it was not backed by any reliable source of funds and 
therefore not insurance in the true sense of that term. 

My inquiries by mail to the Family Savings & Home Loan Asso- 
ciation, which so advertised, concerning the nature of the insurance 
and an indication of the true worth of this insurance, were unavailing. 
The one brief answer to my inquiry was totally unresponsive. After 
diligent effort, I have been unable to date to unearth any informa- 
tion from the company. 

My concern about the matter was not lessened when I learned that 
the insurer for these deposits was not licensed to do business in the 
State of Maryland, the only State to our knowledge in which the 
Family Savings & Home Loan Association is chartered to do business. 
That being the case a saver would be hard pressed even to file a claim 
against the insurer, which, although I understand it to be a Delaware 
corporation, is in reality a Panamanian company. What assets it has, 
either in this country or indeed in Panama, we have been unable to 
determine. 

During the past 3 months, we have learned that other savings and 
loan companies, substantially similar to the one I have just men- 
tioned, have accounts insured commercially by what apparently are 
foreign insurance companies, notably one in Tangiers, Morocco. I 
understand that there are investigations of these matters underway 
in several States. 

I wish to say here that I hold no exclusive brief for a requirement 
of Federal insurance of savings and loan accounts. My concern here 
is only with the advertising of insurance of savings and loan accounts 
and not those of other savings institutions. 

T was at one time associated with a commercially insured savings 
and loan company. It is my judgment that accounts which are rep- 
resented to the saving public as insured should be insured de facto, 
and proof of that fact should be readily available to the public. 
Advertisements of such insurance should be genuine and not mis- 
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leading; they should not be some nefarious attempt to capitalize 
upon the faith which people place in advertising, possibly in this 
case with the naive hope that the insurance reserves may never be 
called upon to be used. 

It is well known that some of our State governments have not seen 
fit to impose strict requirements on their State chartered organiza- 
tions. My own State of Maryland is one of these. They should, in 
my opinion, do something quickly. On the other hand, other States 
have provided for regulation of this advertising, and they have pro- 
vided adequate safeguards for such insurance. I certainly would 
not want to disturb such State statutes with Federal legislation. 

The absence of such State legislation leaves much to be desired. 
Where such a void may prove injurious to the interests of the saving 
public, it is the duty of the Congress, within the prerogatives of its 
powers, to regulate interstate commerce to protect these investors. 

We expect that these hearings may assist us in their determination 
of the extent to which such regulation is necessary. 

I might say, Mr. Chairman, there are other States—Maryland is 
not the only one—that have no requirements as to insurance com- 
panies. 

Senator Monroney. Thank you very much, Senator Beall. 

Senator Brauu. I want to get in the record, I want to make it very 

lain, I am not picking on any one particular company. This has 
n brought to my attention, and I just wanted to bring these hear- 
ings on to see what should be done. 
enator Monroney. As the chairman said before he had to leave 
for a short time, we are dealing strictly with the general problem 
nationwide and not specifically with any individual firm. 

Congressman Roosevelt, we would appreciate having your state- 

ment. 


STATEMENT OF JAMES ROOSEVELT, HONORARY PRESIDENT, 
AMERICAN COUNCIL OF INDEPENDENT SAVINGS AND LOAN 
ASSOCIATIONS ; ACCOMPANIED BY SHERMAN S. COHEN, COUNSEL 


Mr. Roosrvett. Thank you, Mr. Chairman and members of the com- 
mittee. 

On April 30, 1958, America’s independent savings and loan associ- 
ations were entrusted with only 7.7 percent of their industry’s total 
assets. This was a new low point in a continuous downward trend 
in the industry that had its beginning as early as 1940, a few years 
after the creation of the Federal Savings and Loan Insurance Corpo- 
ration. In 1945, the small — and loan association still safe- 
guarded some 30 percent of the industry’s assets. But by the end of 
1956, however, their share had tumbled to under 9 percent. And yet 
the independent savings and loan associations, in number, comprise 
almost half of all building and loan associations. 

I think it would be possibly well to point out that I think there would 
be general agreement that the primary reason for this was the fact that 
Federal insurance had come into existence, and members of the 
Federal Board were, of course, in a position to offer this Federal 
insurance, whereas the independent members who did not join the 
Federal system were, of course, not eligible for this insurance to give 
their depositors or shareholders. As a result of that, it became very 
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obvious very soon that something drastic had to be done if these savings 
and loan associations were to continue in business. I hope that I 
will be able to document that this has been an all-out fight between 
the large associations and the small associations to stay in business. I 
intend to go into that in some detail, Mr. Chairman, because I think 
it is necessary that this committee not be used as an instrument to help 
the big savings and loan associations, eliminating the competition of 
the small savings and loan associations. 

During the current year, this downward trend is probing new 
depths. Of the average net gain in savings realized by the entire 
industry during the first 4 months of 1958, more than 9714 percent 
was received by federally regulated associations, while less than 2144 
percent accrued to the small independent associations. 

The small associations obviously need help. It was in answer to 
their special need that the American Council of Independent Savings 
and Loan Associations was conceived. Incorporated in the District of 
Columbia as a nonprofit organization in July 1957, its aim was to pro- 
vide professional advice and guidance in those fields of activity that 
constitute the day-to-day operation of an association. Its intention 
was to supplement those services that were currently available. 

As you may know, the average independent building and loan associ- 
ation is a small organization, supervised closely by members of its 
board of directors, with total assets of approximately $1 million. 
These associations are obviously not big business. Some operate only 
on a part-time schedule. They are not able individually to employ 
full-time qualified specialists in certain areas of their operations. 
Through a national organization, however, with a program of serv- 
ices tailored to their specific needs, they can receive guidance from 
experts in financial advertising, loans and investments, improved ac- 
counting practices and equipment, urban planning and redevelopment, 
and Government securities. 

The council planned these useful services with the help of 
specialists. One of the services most frequently demanded by officials 
of the small associations was that of commercial insurance of savings 
share accounts. In other words, if they could not have the Federal 
insurance unless they joined the Federal system, which they did not 
wish to do for many reasons, then the demand was for commercial 
insurance of savings share accounts in order to put them in a com- 
petitive position. In answer to these requests, the council has insti- 
tuted a continuing search for qualified insurance carriers willing to 
underwrite this form of insurance protection, and, Mr. Chairman, in 
all honesty I think it should be said for the record that it even went 
out and tried to get companies, where it found that it could not find 
within the framework of the United States insurance system this 
kind of insurance—it went and tried to organize a company that 
would be able to do the job. Guiding this search has been the belief 
that a carrier should be licensed by each of the United States in which 
it undertakes to write this form of insurance. To date it appears 
that no carrier incorporated in the United States is underwriting this 
form of insurance. 

Mr. Chairman, I would be glad to make available to the committee 
the summary of the answers to the letter that I sent out to every 
insurance commissioner in the United States, to ask him specifically 
whether in his State such insurance was available, and the answer 
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was unanimously “No,” except in a few cases where they said they 
wanted to go into it more deeply than my questions seem to give them 
the information for in the first instance. I think I should also say 
that the one company which the council has been recommending to its 
members and to others who have inquired has made efforts to get 
licensed in various States, and that its only success so far has been 
in the State of Delaware. There seems to be a very well-organized 
effort to keep it from qualifying, for whatever the reasons may be, 
and I think the committee will develop those. 

The council’s brief life has not been an easy one. From the be- 
ginning it was threatened with ruthless extinction by certain leaders 
of the industry. Your colleague, Senator Paul Douglas, has pointed 
out in his discussion of the evils of “economic giantism” in America 
that “men are not naturally tolerant of opposition and if they have 
the power to coerce their fellows they will tend to exercise it.” The 
council’s experiences to date lend support to this view. It has met a 
series of unscrupulous threats and “inbolical harrassments. Indeed, 
certain officials of trade associations at national and State levels have 
stated, perhaps acting in a personal capacity, their intentions to dis- 
credit the officers and members of the council and all who are asso- 
ciated with it. We believe that misleading reports have been given 
wide circulation throughout the industry. Certain representatives 
have attended council- sponsored meetings to disrupt the proceedings 
as late as this year. Some consultants to the council have resigned 
as a result of pressures, and officials of independent savings and loan 
associations who have made some gains in recent years despite the 
industry trend have been warned that they would become targets of 
ruthless attacks as their size increased. 

If I may be specific about that, the president of a western savings 
and loan association reports of a conversation in July of 1957, and I 
think the committee should, if you feel you want to, get him in order 
that he may substantiate that, with a certain gentleman who is the 
executive vice president of the United States Savings and Loan 
League. He reported to the effect that any independent association 
that grew beyond $2 or $3 million would be attacked with the aim of 
putting him out of business. 

Such attacks on member institutions have been political and psycho- 
logical as well as economic. State and Federal officials have been 
ealled upon to investigate rumors and hearsay of dubious origin, and 
the record is full of the different agencies who have been called and who 
have instigated these so-called investigations. Indeed, legislation has 
been proposed to eliminate the competition of the small and independ- 
ent savings and Joan associations without proper notice and adequate 
opportunity for the parties to be affected to make their views known. 
And I am particularly happy to hear Senator Beall say that it is his 
intention to revise the section of the last bill which he introduced, 
because of course it is that to which I referred, and I did not know 
when preparing this testimony that it is his intention to withdraw 
this part of the proposed legislation. Very definitely, of course, we 
would have to be completely opposed_to ‘that, because that would 
eliminate all independent savings and loan associations from the 
United States, in our opinion. 

Mr. Chairman, likewise may I also ask at this time that an oppor- 
tunity be given to Mr. Spencer Grove to be heard, who is a member of 
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the Federal Home Loan Bank Board system and whose share accounts 
are not insured by a Federal agency. He is also, incidentally, a mem- 
ber of the United States league. He will be here, and I would ap- 
preciate it if the committee would hear him in order that you may 
get the other side of the picture directly from somebody who is con- 
cerned and who sits in the position of being within the Federal system 
itself and knows directly of the effect that it would have, so that we may 
not be eee cause just from outside of the Federal system. 

Competitors have succeeded in refusing membership to the industry’s 
organizations. Recently one of the national trade associations in the 
industry withdrew its services to independent savings and loan associ- 
ations, serving its members exciusively as the National League of In- 
sured Savings Associations. They have also succeeded in preventing 
newspaper and radio advertising. For instance, in this city of 
Washington, D. C., the association, the Family Savings & Home Loan 
Association, has been denied the right to advertise in certain Washing- 
ton newspapers, on the ground that the newspapers have exclusive con- 
tacts with the larger associations. 

Senator Carenart. Mr. Chairman, just one question. Describe to 
us what you mean by “independent associations.” 

Mr. Roosevetr. An independent association is one that does not be- 
long to the Federal system, as we describe it. 

Senator Capenartr. What do you mean by the “Federal system” ? 

Mr. Roosrvetr. Does not belong to the Federal Loan Bank Board. 

Senator Carrnart. You mean one that does not have its accounts 
insured by the Federal Government; is that it ? 

Mr. Roosrvert. No; does not belong to the Federal Loan Bank 
Board and therefore does not also have its insurance. 

Senator CaprHart. How many associations in the United States 
belong to the Federal system ? 

Mr. Roosevett. I would say a little better than half. 

Senator Caprnarr. And that means the other half do not? 

Mr. Roossveir. That is in numbers. Now, in dollars, as I pointed 
out, they have well over 90 percent. 

Senator CapenArr. You mean by an independent one who does not 
have his accounts insured by the Federal Government? 

Mr. Roosevetr. That is correct, sir, and does not belong to the 
Federal Loan Bank Board. : 

Senator Carrnart. Why do you use the term “independent” with 
respect to that ? 

Mr. Roosrvetr. I will be glad to use any other term the Senator 
would like—because it is independent of the Federal system. 

Senator Caprnart. I see. In other words, it is state chartered and 
state supervised and does not have any connection with a Federal 
institution. 

Mr. Roosevett. Is that all, sir? 

Senator Carenart. Yes. It was not quite clear to me what you 
meant by “independent association.” 

Mr. Roosrvett. I hope I cleared it up. Unfortunately, the leaders 
of the opposition have even brought to bear the force of their attacks 
on individuals themslevs. Deliberately, the reputations of responsible 
officials of small savings and loan associations have, we believe, been 
unjustly demeaned and degraded. Every conceivable means to 
achieve these ugly results appears to have been employed—con- 
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fidential reports, ex parte statements on the public record, proceedings 
before grand juries, unlimited examination at legislative hearings, 
amongst others. 

Against this combination of politics and competition, what are 
the means of protection for these small institutions? Reciprocal mud- 
slinging? I do not believe it. More slander? I do not believe in that. 
Counterthreats? Voluntary extinction through merger and con- 
solidation? Yes, perhaps, but I believe to the detriment of the entire 
economy. Abandonment to terror and fear? Retreat to lifeless opera- 
tions, or perhaps hopeless appeals for fair play ? 

Morally, the only course is to struggle forward. Economically, 
the only effort must be to endure. Legally, the only program must be 
to exercise rights and to seek the enforcement of lawful restraints 
against such abuse. As institutions which effectively serve the pub- 
lic’s needs, smal] building and loan associations in this country must 
draw on their united resources and select forceful leadership. They 
must make their services known to the public and their views known 
to public officials. With faith in the democratic processes of gov- 
ernment and with diligence in their services to the public, they will 
find protection against irresponsible opposition. This protection will 
be found in their own good faith and in that of our true public leaders. 
They must, of course, help themselves. They must first turn to each 
other. In the end, however, they must look to responsible public 
officials to help them serve the st 4 more effectively, and of course 
where they have erred they have to correct such abuses as are legiti- 
mate abuses, but not for the purpose of driving them out of the field. 

From economic considerations alone, it is in the public interest, as 
Senator Douglas has urged, to lessen the degree of concentration 
in American industries and to produce a greater diffusion of economic 
power. But the case for such a lessening is even stronger in human 
and social terms. While men’s values differ, few would deny that 
self-reliance, initiative, and the willingness to make decisions and to 
exercise independent judgement are semantic abstractions. They are 
also, however, real and positive virtues. They do not flourish inside 
giant corporations but are best developed in business enterprises of 
small, medium, and moderately large size. Even more compelling is 
the fact that all concentrations of power threaten the liberty and in- 
dependent judgement and action of the citizens of a society. 

So I hope, Mr. Chairman, that as we go into this hearing and as it 
progresses that the effect of the hearing will not seem in any way to 
degrade the independent, small savings and loan association but will 
recognize the important position which it has played and which I 
believe it should play in the banking system of our country. I think 
the fact is well known that little by little we have had more and more 
financial concentration in our country. That happens to be one of 
the things which I have been fighting, and which I hope the Congress 
in this session, incidentally, is making at least the first steps to break 
down, to give small business and small people the opportunity to be 
considered on the local level and not just as a part of a great big 
banking institution with offices hundreds of miles away, where the 
policies are not set in line with the needs of the local community. 

Historically, the officers of small independent associations pos- 
sessed a personal knowledge of their members and exercised a per- 
sonal guidance in family financial matters. The benefit of this rela- 
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tionship was permanent, productive, and far reaching, both for the 
community and for the individual members of these associations. 

The small associations are even today the very institutions which 
adhere most closely to the original concept of a savings and loan as- 
sociation, that of a mutual neighborhood enterprise providing for 
its members individual homeownership and prudent investments of 
savings. Today the independent associations continue to be respon- 
sive to the special needs of small communities, individual neighbor- 
hoods, and racial and minority groups. They continue to serve more 
consistently than other financial] institutions these individual family 
needs. They are not the institutions which serve builders of large- 
scale developments, and we hope that they will never be allowed to 
get into that business. 

In speaking for the small savings and loan associations, which as I 
have indicated devote themselves to the needs of small communities, 
neighborhoods, and religious and racial groups, I urge the members 
of this committee to encourage these services to the public and to set 
limits to the encroachments of “giantism” in this industry. These 
special services to the public warrant special protection. 

The proposed amendments to the Federal Home Loan Bank Act do 
not serve this end, for they would deny the benefits of private in- 
surance to the small building and loan associations. Private insurance 
against every conceivable economic risk can be justified on the homely 
virtue of prudence. In the absence of governmental insurance 
schemes, the public’s interest is surely served by deposit bond insur- 
ance. Would not the citizens of New Hampshire, upon the recent 
failure of their Penscook Bank, prefer the security of deposit bond 
insurance underwritten by a sound carrier to no insurance at all? 
ANF deterrence to the development of private insurance of this kind 
is obviously adverse to the public’s best interests. 

In other words, Mr. Chairman, as I read this legislation I am afraid 
its effect would be to knock out all of the possibilities of private 
insurance. I think when we go into the picture of insurance in bank- 
ing we must recognize that this historically has been a field in which 
the private insurance companies have not wanted to participate. Even 
Lloyd’s of London, as I am sure Senator Beall knows, because he 
shares some of my knowledge of the insurance business, will not 
underwrite what they call a pure financial risk. Therefore, this field 
has been very difficult, and the Government has I think served a 
tremendous good in bringing its feasibility to the attention of the 
insurance companies, large and small, in the United States. But they 
have not yet been convinced that this was a proper field for private 
enterprise. And so, frankly, this is the field that we have gone into 
and tried to encourage, and we have had the problem of trying to get 
entrance, trying to get underwriters with capital to go in and under- 
take this field. 

I am not defending every company which is in this field, because 
frankly I think some of them probably should not be in this field, and 
I do not again defend in any way the fact that in the past some of 
this has been carried on in the form of trying to get around the road- 
blocks put up by local insurance commissioners and others to keep 
them out of the business. I think that it is a proper field, as I will 
state in a moment, for proper legislation which will see to it that the 
assets of companies are available to the depositors, that the companies 
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should not be allowed to write business in States where they are not 
located, but at the same time some way must be found to allow these 
companies to come in. Otherwise, you will force every savings and 
loan association to recognize that its only chance of getting insurance 
is through the Federal Government, and I cannot believe that that 
is sound or right. 

Savings and loan associations which are not now insured by an 
agency of the Federal Government ought to have an opportunity to 
explain their need for this type of private insurance. That is why I 
hope the committee will hear and add to its list Mr. Spencer Grove, 
who has flown here specifically so that he might be here today. 

Certainly this is true for savings and loan associations in Ohio 
who operate the Ohio Deposit Guarantee Fund. It is also true of 
the cooperative banks in Massachusetts, and I understand a repre- 
sentative of the banking commissioner will probably be here today 
to explain how completely unconscionable is the bill that has been 
presented and is under consideration today, which would have knocked 
them completely out of existence if this had been adopted. I think 
that they will be able to speak for themselves. I think that Senator 
Beall already perhaps recognizes this, and this is one of the changes 
which he certainly would be willing to make. 

Senator Brann. We have talked to the insurance commissioner of 
Massachusetts and told him that. 

Mr. Roosevett. It is also true of the six or seven hundred members 
of the Federal Home Loan Bank System whose share accounts are not 
now insured by an agency of the Federal Government, and that in 
itself, Mr. Chairman, is a rather interesting thing. Six or seven 
hundred members of the Federal Home Loan Bank System are not 
now insured by the Federal Government, and I would ask the mem- 
bers of the committee to find out why. There must be a reason, but 
I think it would come better from a member, and I would urge the 
committee to call a few of them to get the picture of why they are 
not so insured. 

Senator Sparkman. May I say the exact number is 703. 

Mr. Roosevertt. Thank you. I did not exaggerate. 

Their reasons for not employing the insurance protection of the 
Federal Savings and Loan Insurance Corporation or the Federal 
Deposit Insurance Corporation should be known to this committee, 
and their need for private insurance of this kind should also be made 
known to this committee. 

In the past, many of the small savings and loan associations in the 
larger cities in the East have remained independent in nature and 
relatively smal] scale in their operations. Accordingly, they have 
resisted what they believe—and I think it can be established—is 
bureaucracy and redtape of Federal regulations as they apply to 
small companies. It does not bother the big ones so much. This 
same independence has been shown markedly in the Western States, 
despite opposition to their independence which was exercised without 
scruple or restraint. To maintain their independence, some of these 
associations may well seek for their members deposits bond insurance 
of a private character. For example, a number of savings and loan 
associations in Ohio found it necessary to create mutual insurance 
in order to assure their independence in the best interests of the public, 
and there again I think if the committee will look into it they will 
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find this was done because in Ohio they had an insurance commis- 

sioner who gave them help in setting it up. And without that help, 

or frankly, again the record will show it is almost impossible to 
0 SO. 

This self-insuring endeavor is known as the Ohio Deposit Guarantee 
Fund. It is a nonprofit corporation which has been established by a 
small group of small savings and loan associations in Ohio, to provide 
additional security and to guarantee the payment of a member’s sav- 
ings in full. It is managed by a board of trustees, elected from repre- 
sentatives of all of its members, and is subject to examination by the 
superintendent of the Division of Building and Loan Associations of 
the State of Ohio. And again, I think, Senator Beall, you had a very 
good point. There is a tremendous need in all of this field, both in the 
savings and loan field and also in this insurance part, for the States 
really to go into the matter and improve their laws in what by con- 
gressional history and design and desire has been left to the States to 
operate. There is, I think, a great need for calling that to the atten- 
tion of the States, in order that they may do something about it. 

Senator Bray. You will recall 30 years ago private indemnity com- 
panies did guarantee mortgages and withdrew from that field because 
it could not be done profitably. 

Mr. Roosrvett. Yes, sir, that is correct; but I think the record will 
also show that it was not done profitably because it was mismanaged, 
not because it cannot be done, because the Federal Government 
is doing it today. I think that isthe answer. If the Federal Govern- 
ment is doing it, and obviously doing it successfully—and it is not just 
a recent experiment. It can be done, but it must be properly managed 
in order to do it successfully. 

The foremost purposes of the Ohio Deposit Guarantee Fund are to 
keep member institutions in sound condition and to guarantee pay- 
ment in full of all savings by (1) making available financial aid or 
advice to member associations whenever such assistance is advisable 
to safeguard its members’ interests; and (2) guaranteeing the avail- 
ability of funds for payment of members’ claims. 

The fund is owned entirely by its members, and its entire resources 
have been contributed by them. Each member is required to pay a 
premium to the fund each year, based on its total savings liability. 

The fund serves mainly to supplement the sound institutional prac- 
tices, and to maintain the independence of small associations. 

Both S. 3698 and S. 4116. would appear to eliminate these self-in- 
suring efforts. Both proposals are, in effect, legislation advancing the 
program of socialized insurance. But I do not like the word “social- 
ized,” so I am not going to use it. Our Government need not foot the 
costs of private enterprise. Private enterprise should be encouraged 
to pay its own way. including the cost of insurance. The discourage- 
ment of private insurance cannot enhance the safety of public invest- 
ments in the savings and loan associations which are not insured by 
Federal agencies. What would enhance the safety of public invest- 
ments in these institutions is private insurance underwritten by sound 
commercial carriers. 

Actually, the resources of a commercial insurance carrier may well 
provide a Jeeal liability equal or superior to that of the publicly man- 
aged, but privately owned, Federal Savings and Loan Insurance Cor- 
poration. The ratio of the reserve funds of the Federal Savings and 
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Loan Insurance Corporation, as indicated by the Hoover Committee 
report, to insured accounts and creditor obligations of its members is 
less than 1 percent. In the event that the reserves, including author- 
ized borrowing, of the Federal Savings and Loan Insurance Corpora- 
tion are inadequate to cover losses, the public’s protection rests on no 
legal liability of the Government but rests instead, if at all, on moral 
liability and we know, I think, from some of the problems in life in- 
surance of Federal employees how difficult that proposition can be- 
come. We are wrestling with it right now. 

It is the view of the American Gouneil of Independent Savings & 
Loan Associations, after surveying this sector of the industry, that a 
private insurance carrier which meets a State’s qualifications for 
underwriting deposit bond insurance for lending institutions in its 
jurisdiction should not be prohibited by Federal legislation from 
entering into this type of insurance contract. Sound insurance is 
surely better than no insurance. 

The American Council supports Senator Beall in his opposition to 
commercial insurance of an unsound nature. The council, too, is op- 
posed to misleading advertising in connection with commercial insur- 
ance. But the remedy for any abuse is not the destruction of the 
virtue. 

It is for this reason that the American Council recommends that 
S. 3698 be amended to include an exemption from its prohibitions when 
private insurance carriers meet the qualifications of States in which 
they are authorized to underwrite this insurance. 

Mr. Chairman, I make no apologies for the fact that some com- 
panies have not done this simply because they were pioneering in the 
field. I am not sure that practice was sound, but I am sure that if 
proper legislation is devised, and with the tremendous prestige of this 
committee and the Congress behind it, that perhaps we can get action 
on a State level, which then will make the kinds of practices which 
have in good faith been carried on in the past unnecessary. And I 
think in the case of the one company which has been referred to it can be 
shown that every effort has been made to make sure that it had ade- 
quate financial provisions to take care of any need that might arise, 
and that certainly nobody’s claim at any time has been turned down. 
There is no record of any failures as far as the financial obligation is 
concerned. 

The American Council has had no opportunity to survey the inde- 
pendent savings and loan associations in our country for their views 
on S. 4116. I do not say that critically, but the bill was introduced 
such a relatively short time ago that we have not been able to get to all 
of the associations in the various parts of the country and get it back. 
We do intend to make such a survey, and if the committee would be in- 
terested when we are finished making it we would be happy to turn the 
results over to you. The council, however, does strongly register its 
objections to proceedings which do not give us the opportunity to ex- 
amine, evaluate, and express the views of those who will be most 
concretely affected. 

Mr. Chairman, I thank you. 

Senator Sparkman. Thank you, and let me see if I understand cor- 
rectly that in presenting this statement you are speaking on behalf of 
Mr. Cohen and Mr. Persian. 

Mr. Roosevevv. Mr. Persian. Yes, sir, I am. 
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Senator Sparkman. And you are going to furnish us the financial 
statement of your particular company as of June 30, 1958? 

Mr. Roosrvetr. I will do that, Mr. Chairman, and go further than 
that. Because of the fact that the council and this association are 
insured by the Panamanian corporation that was referred to, I think 
it is quite right and proper that I should furnish for the committee, 
and will furnish, a financial statement of that company, together with 
the certificate to do business in the State of Delaware, a detail of the 
amount of securities that were deposited as required by the State of 
Delaware, so that you may have specifically the amounts of money 
that are available to the depositors within the United States. 

Senator SparkMAN. That was the next thing I was going to ask you. 
If you will let the committee have this as promptly as possible, we will 
appreciate it. 

(The information referred to follows :) 


THE AMERICAN COUNCIL 
OF INDEPENDENT SAVINGS AND LOAN ASSOCIATIONS, 
Washington, D. C., July 28, 1958. 
Hon. Joun J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Banking and Currency Committee, 
United States Senate, Washington, D. CO. 


Dear Mr. CHAIRMAN: As requested by you at the recent hearing of your 
subcommittee, I enclose the statement of condition of the Family Savings & 
Home Loan Association, together with the certificate of authorization issued by 
the department of insurance, State of Delaware, to the American Savings & Loan 
Indemnity Co. Inc. 

I have requested Mr. Cohen to secure for you at the earliest practicable date 
the financial statement of the American Savings & Loan Indemnity Co. Inc. 

With all good wishes, 

Sincerely yours, 
JAMES ROOSEVELT, 
Honorary President. 


STATEMENT OF CONDITION 
“THe FAMILY SAVINGS ASSOCIATION” 
(The Family Savings & Home Loan Association, Inc.) 


Baltimore 28, Md.; Chevy Chase, Md. ; Cumberland, Md.; Elkton, Md. ; Frederick, 
Md.; Hagerstown, Md.; Langley Park, Md.; Owings Mills, Md.; Silver Spring, 
Md.; Suitland, Md. 


Current Dividend 44%4.% per Annum Compounded Quarterly or The Family 
Savings Plan, Savings With Automatic Life and Disability Insurance 


Savings-Share Accounts Insured Commercially up to $10,000 


For your information 

The Family Savings & Home Loan Association, Inc., was formed to promote 
family financial security, to provide financial advice and guidance, to encourage 
thrift, and to effect sound financing of individual home ownership. 

Our association has been growing at an unprecedented rate to meet the needs 
of Maryland families. Local offices serve Baltimore, Cumberland, Elkton, Fred- 
erick, Hagerstown, Silver Spring, and Suitland, and fiscal agents have been ap- 
pointed in many communities throughout the State. Life-long residents of these 
communities, experienced in their work and familiar with the needs and aims of 
their neighbors, manage the local offices and serve local needs. The local opera- 
tions of these offices are supervised by a board of directors composed of business 
and professional men who are prominent in newspaper publishing, national 
manufacturing, international labor organizations, real estate development, in- 
vestment counseling, education and law. 
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Since World War II, the savings and loan industry has been the source of 
profitable investments yielding increasing dividends to its members. The under- 
lying investments are the homes owned by more than 60 percent of America’s 
families. 

It is the established policy of our association to have our dividend rates reflect 
these increasing yields. Accordingly, the returns to our members, by reason 
of current mortgage rates, the productivity of investments, and low operating ex- 
penses, exceed those earned by most other kinds of savings investments. As a 
consequence, our association is enjoying a steady growth, month by month, in 
both the number of our members and the volume of their savings. Currently, 
our assets are growing at the rate of $2 million annually. 

The program of our association is designed to meet the needs of our members 
for financial guidance. Our members receive counsel on the management of debt, 
the budgeting of current and life-long expenses, insurance, investments, and re- 
tirement. 

To assure our members maximum protection in family emergencies, our asso- 
ciation is among the first of financial institutions to offer a savings plan that 
includes automatic life and disability insurance. Under the family savings plan 
each addition to a member’s savings-share account is automatically matched by 
an equal amount of life insurance and an equal amount of disability insurance. 
Savings of $25, for example, added to a balance of $650, assures our member and 
his family of $675 of life insurance and $675 of disability insurance in addition 
to his savings of $675. 

Like Federal credit unions, our association’s operations, loans, and invest- 
ments are based on conservative practices. Complete insurance is required on 
all loans to guard against economic risks, to make repayments certain, and to 
protect effectively our association’s future. 


Statement of condition, June 30, 1958 


ASSETS 
Sa a aca i all liad Dah itil dhe inienerermeneneerenensis $8, 043, 215. 12 
I i ccc aaah alii ch ihstle dit Maa MADD died cides tients 19, 044. 30 
Oe ee a I a ih seis tink sheesh eisai albicans iinet 220, 369. 14 
Tn, CU, CUI cs ccsccemesemenictesempreneneneoeibines ind 17, 753. 75 
iinet vende taeaetadiecile itor Asan tininlasis iocdahineirennininnemiccubhdine 94, 263. 74 
I i ee ech Aa tle lili tinentniiphain china nineicrmnintes 27, 527. 54 
a aes eal Minin da cnt tabeimenabieiemenimaeierce 8, 422, 173. 59 

LIABILITIES AND CAPITAL 

Bavings—Shhare accounts eos he bdnncwddnewnenene 8, 340, 234. 11 
a cecil anise Shee deemmennianeneion 13, 795. 00 
Neen ne ee ne no dbeaeieeesnarerenionpssisapeoubinmetecingnesanasmrnt 4, 980, 066. 57 
Ne oes deh cneppeenebiioepiasticjasensnle 4, 764, 45 
ial dit aweiathi ninth baabinhides eS apimpbena 83, 313. 46 
AN I lca eeeriiiaaememniabiisinnmananenasanun 8, 422, 173. 59 

OFFICES 


640: Frederick Road, Baltimore 28, Md.; 7034 Wisconsin Avenue, Chevy Chase 
15, Md.; 16 North Liberty Street, Cumberland, Md.; 127 North Street, Elkton, 
Md.; Patrick and Court Streets, Frederick, Md.; 6 East Washington Street, 
Hagerstown, Md. ; Longmeadow Shopping Center, Hagerstown, Md. ; Post Office 
Building, Langley Park, Md.; 10526 Reistertown Road, Owings Mills, Md. ; 
Georgia and Wayne Avenues, Silver Spring, Md.; 10109 Colesville Road, 
(Woodmoor), Silver Spring, Md.; 4653 Huron Avenue, Suitland, Md. 


State oF DELAWARE, DEPARTMENT OF INSURANCE 


Dover, Delaware 


I, Harry S. Smith, Insurance Commissioner of the State of Delaware, do 
hereby certify that The American Savings and Loan Indemnity Company, In- 
corporated, 33 Central Avenue, Panama, R. P. (U. S. Managers, Corporation 
Trust Company, 100 West 10th Street, Wilmington, Delaware) is authorized to 
transact within this State the business of Casualty and Surety insurance. 


nate 
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IN WITNESS WHEREOF, I have hereunto set my hand, and official seal of office 
at Dover, Delaware, this 10th day of March A. D. 1958. 


[SEAL] Harey S. Smira, 
Insurance Commissioner. 
Grorce H. BuntrIne, 
Deputy Commissioner. 


STATE OF DELAWARE, DEPARTMENT OF INSURANCE 
Dover Del. 


I, Harry 8. Smith, Insurance Commissioner of the State of Delaware, do 
hereby certify that THe AMERICAN SAVINGS AND LOAN INDEMNITY COMPANY, 
INCORPORATED, 33 Central Avenue, Panama, R. P. (U. S. Managers, Corporation 
Trust Company, 100 West 10th Street, Wilmington, Delaware) has on deposit 
with this Department as of March 10, 1958, the following securities: 

$109,000 U. S. of America 2% percent Treasury Bonds of 1967-72, Bond Nos. 
139790L, 50764D, 87909K, 140247H, 108924D, 108925E, 32325H, 63187H, 23907H 
and 72246F for $10,000 each; Bond No. 46827H for $5,000; and Bond Nos. 
128430L, 128431A, 128432B, and 57673C for $1,000 each. 

$11,000 U. S. of America 24% percent Treasury Bonds of 1967-72, Bond No. 
139789K for $10,000, and Bond No. 74083 for $1,000. 

In Witness, I have hereunto set my hand and official seal of office at Dover, 
Delaware, this 10th day of March, A. D. 1958. 


[SEAL] Harry S. SMIrH, 
Insurance Commissioner. 


Georce H. BuNnTING, 
Deputy Commissioner. 

(All the information requested had not been received at the time 
of going to press. ) 

Senator Carrnarr. Mr. Roosevelt, it is not quite clear to me 
whether you are appearing here today as the chairman of the board 
of the Family Savings & Home Loan Association in Maryland or 
the American council. 

Mr. Roosrverr. I am appearing here solely as the honorary presi- 
dent of the American Council of Independent Savings and Loan 
Associations. 

Senator Carenart. Honorary ? 

Mr. Rooseveir. Honorary president. 

Senator Carenart. And who is it that is paying you? 

Mr. Roosevect. It is the Family Savings & Home Loan Associa- 
tion, which is chartered in Maryland. 

Senator Carenart. How much are they paying you? 

Mr. Roosrveit. Six thousand dollars a year. 

Senator Carenart. Six thousand dollars a year? 

Mr. Roosevetr. Yes,sir. Iam chairman of the board. 

Senator Careuart. How long have you been chairman of the 
board ¢ 

Mr. Roosrvetr. Approximately 6 weeks, I think. | 

Senator Carenarrt. Is that since this legislation was introduced 

Mr. Roosevet. Since the first bill was introduced. Not since the 
second bill was introduced. 

Senator Carenarr. Do you think it is proper that you as a Con- 
ervessman should represent a company before a committee ? 
~ Senator Monroney. Mr. Chairman, I have long respected the rights 
of individual Members of both Houses to testify before other bodies, 
and I do not believe that questions as to the propriety or nonpropriety 
of the witness testifying is in line with the committee hearings at this 


point. 
29379—58——3 
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Mr. Rooseverr. Mr. Chairman and—— 

Senator Carenart. Let me give you the reason I asked the question. 
I am going to read you a statement. This is what Mr. Roosevelt said : 

The public has a right to know the authorship and sponsorship of the pro- 
posed bills 8. 3698 and 8. 4116. Were these bills drafted and sponsored, at least 
in part, by Stephen Slipher of the United States Savings and Loan League? 

Mr. Roosrevevr. I never made any such statement before this 
committee. 

Senator Cargenart. What is this I have before me? 

Mr. Roosevert. That is a statement which was prepared which I did 
not deliver, sir. 

Senator Carenart. But you issued this to the press. 

Mr. Roosrvetr. No, I did not deliver it to the press. 

Senator Carenart. Where did I get it? 

Mr. Roosrvect. If it inadvertently was put on the press table, that 
isa mistake. I did not deliver it. 

Senator Carenart. It says: 

Remarks made by Hon. James Roosevelt, honorary president, the American 
Council of Independent Savings and Loan Associations, before the Senate Sub- 
committee on Housing, July 24, 1958. 

In it you have questioned the sincerity and honesty of the gentle- 
man who introduced these bills. 

Mr. Roosevetr. No, I did not, sir. I have not. 

Senator Monroney. I listened to the witness’ testimony, and I did 
not hear that. Did you, Senator Beall? 

Senator Sparkman. He said he drafted this but never did issue it. 

Mr. Rooservetr. It is not issued. If it was on the table, that is a 
mistake. I don’t know who gave it to you. 

Senator Monronery. It was put before the committee members. 

Senator Carenarr. Does the press have this statement ? 

Mr. Roosevetr. I did not give it to the press. If it is, it is complete- 
ly inadvertent and I certainly would withdraw it, because I would not 
intend to make that statement. I did refer to the gentleman previous- 
ly and to something which he said in the presence of witnesses. 

Senator Carrnart. The only reason I asked the question was be- 
cause somebody handed this to me just a minute ago and I read it. 
You attack the Senator from Maryland, because you say : 

The public has a right to know the authorship and sponsorship of the pro- 
posed bills 8. 3698 and S. 4116. Were these bills drafted and sponsored, at least 
in part, by Stephen Slipher of the United States Savings and Loan League? The 
public should know of his role since he has threatened unequivocally the extinc- 
tion of the American Council of Independent Savings and Loan Associations 
and all groups and individuals connected with it. 

Mr. Roosrvet. Senator, do you want me to ask that question? I 
will be glad to ask it. 

Senator Carenart. If you are going to attack this gentleman, I 
think we are entitled to know who is paying you for making 
the attack. 

Mr. Roosrvett. No one is paying me anything to make any attack. 
However, I would be very glad to ask that question. I am interested 
in knowing why that particular section, which has now been with- 
drawn, was introduced if it turns out it isn’t any good. It must have 
come from somewhere. 
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Senator Capznart. You have a perfect right as a Congressman to 
appear before any committee. 

r. Roosevevt. I did not say the Senator has any—I am not in any 
way questioning him. 

Senator Careuart. Do you have a right to appear here, after this 
legislation was drafted, on the payroll of the company because of which 
the legislation is being considered, at least in part, particularly when 
con the integrity and honesty of the man who introduced the 

ill? 


Mr. Roosevetr. I did not question his integrity or honesty in any 
way, at any time. I did not make the statement. It is not a matter 
of public record in any way. However, I am perfectly willing to ask 
the question if the Senator wants it answered. 

Senator Capenart (reading) : 

The public has a right to know the authorship and sponsorship of the proposed 
bills. Were these bills drafted and sponsored, at least in part, by Stephen 
Slipher? 

Mr. Rooseverr. Idonotknow. Were they? 

Senator Bratu. I will answer that my own counsel drew these bills. 

Mr. Roosevett. Mr. Chairman, may I also say I believe it is correct 
that I telephoned you and told you of my position which I held, and 
said very frankly to the chairman of the committee that if it was im- 
»oroper I would not, of course, appear. I believe the chairman told me 
1e thought it was perfectly proper for me to appear. 

Senator Sparkman. That is correct. 

Senator Carenart. I picked this up and read it, and it made me a 
little bit angry. . You attack the integrity of Senator Beall and attack 
Mr. ee I do not even know Mr. Slipher. Is Mr. Slipher in the 
room 

Mr. Roosevett. Senator, may I simply say that the gentleman re- 
ferred to was referred to in my testimony, and as far as I am con- 
cerned the thing that naturally the independent associations are wor- 
ried about is that legislation should appear which puts them out of 
business, so consistently in line with what seems to have been the attack 
against them over the years that they want to know who is being taken 
in and who is doing this job. 

Senator Capeuart. But.as a Congressman you ought to have the best 
interests of the people in the United States at heart, in order to appear 
and fight this thing out in justice without being paid for it. 

Mr. Roosrver. I am not. being paid for appearing before this com- 
mittee. I am being paid as chairman of the board of the Family Sav- 
ings & Home Loan Association, which is not appearing before this 
committee. 

Senator Capenartr. Which is $6,000 ? 

Mr. Roosevert. A year, but not for appearing before this committee. 

Senator Capenart. And you secured your employment within the 
last. 6 weeks, since this whole matter started ¢ 

Mr. Roosevett. That is correct. And I think I told you in answer to 
previous questions why I secured it, because I wanted to be able to be 
practically in the field and know from my own knowledge what. went 
on. 

Senator Carenarr. As a Congressman, I would say that is exactly 
what you should do. But you are appearing here as a Congressman 
and—— 
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Mr. Rooseverr. No; I am not appearing here as a Congressman, and 
I think I made that clear. Iam appearing here as honorary president 
of the American Council of Independent Savings & Loan Associations. 
I asked the chairman if it was proper for me to doso. He told me yes. 

Senator Carzuart. You could not possibly appear here without 
everybody meOwEne you were a Congressman. 

Mr. Rooszvert. I admit that, Mr.Chairman. I do not want to hide 
the fact Iam a Congressman. 

Senator Monroney. Are we not here to find out the facts about this 
bill and not to try te question—— 

Senator Caremart. I only brought it up when he questioned Senator 
Beall’s motives in introducing the legislation. 

Senator Monroney. I did not hear that. 

Senator Carenart. If he had not done that, I would never have 
brought it up at all. 

Senator Crark, I think the record ought to show at least one mem- 
ber of the subcommittee is in complete disagreement with the inference 
placed on Mr. Roosevelt’s appearance or on what was said or implied 
in his statement. It ought to be very clear that as far as I am con- 
cerned he has disclosed his interest very clearly, very conscientiously, 
very honestly, and I do not think it is fair to smear him from this 
committee bench. 

Senator Sparkman. Let me say this, and if you will I would like to 
get into the heart of this. 

Mr. Roosevelt called me and discussed the proposition of his appear- 
ance, and told me of hisconnection. I told him by all means we would 
want to hear his testimony. He is here at the invitation of the com- 
mittee, and he told me the capacity in which he would appear, and he 
states in his opening statement the capacity in which he appears. 

Senator Beauw. Mr. Chairman, I just wanted to answer Mr. Roose- 
velt’s question. I do not know Stephen Slipher nor have I talked to 
him. 

Senator Sparkman. All right. Any questions regarding the heart 
of this? If not, I want to call Mr. Robertson, who is Chairman of 
the Home Loan Bank Board. I am going to have to leave here by 
12:15, and I do think that we would like to get the Home Loan Bank 
Board in. 

Senator Monroney. Since Mr. Roosevelt is appearing here in behalf 
of the propriety of advertising insurance of savings in companies 
that are not insured with the Home Loan Bank Board System, I would 
like to ask him if he knows of more than the four companies which 
we have been advised of that are in this business. 

Mr. Roosrvett. I know 4 companies and then 1 or 2 other associ- 
ations like the one in Ohio, which are associations which do in a sense 
the same thing. 

Senator SparKMAN. Set up their own standards? 

Mr. Roosevett. Set up their own standards. 

Senator Monroney. These are mutual insurance associations prop- 
erly incorporated under State law ? 

r. Roosevert. And under State supervision. 

Senator Monroney. And inspected by the State insurance 
commissions ? 

Mr. Roosrevetr. That is my understanding; yes, sir. 
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Senator Monroney. Are there others than the mutual insurance 
corporations organized under those State laws? Do you know any 
others than the American Savings & Loan Indemnity Co., the Na- 
tional Guarantee & Insurance Co., the Atlantic Casualty & Fire Co., 
and the Guardian Insurance Corp. ? 

Mr. Roosrveit. That is the total list that I know of at this time, 
and I have not been able to discover any others. I did write to all 
of the commissioners in every State to ask if there were any others 
in their States, and I came up with a complete blank. 

Senator Monroney. As far as I can tell from the information fur- 
nished us by the Home Loan Bank Board, the assets or the reported 
paid in capital where the assets are apparently not reported in these 
are very limited as of now. 

Mr. sEvELT. The assets are reasonably limited, yes, sir, and if 
they expanded their business much they would certainly have to 
expand their assets to properly cover the field. 

Senator Monronry. Do you know whether these four companies 
do any other type of writing other than the insurance of the deposits 
of independent or nonmember associations? 

Mr. Roosevett. The only one I am familiar with is the American, 
and to the best of my knowledge it does not do any other insurance. 

Senator Monronry. No other insurance whatsoever? 

Mr. Roosevetr. It was formed primarily for this purpose. 

Senator Monroney. And the chartered jurisdiction is Panama? 

Mr. Rooseveur. That is correct. 

Senator Monronry. Do you know exactly how much money was 
deposited in Delaware as security behind this particular company ? 
Mr. Roosevett. $120,000 in United States insurance obligations. 

Senator Monroney. How much is available? I do not think the 
securities outside the country are going to be of much value under 
the Delaware laws. 

Mr. Roosrvert. Perhaps I might allow Mr. Cohen to answer that 
question, because he is counsel for that company. 

Mr. Couen. To the best of my knowledge, there is on file with the 
insurance commissioner in the State of Delaware $120,000 of United 
States Government bonds. There are further assets of approximately 
$2 million in Maryland and Delaware of mortgages, and approximate- 
ly $2 million of corporate securities, totaling resources of $4,250,000 
which are available in Delaware and Maryland to the beneficiaries of 
the policies. 

Senator Monroney. But the chartering jurisdiction is still Panama 
and only a service agent operates under the Delaware laws; is that 
correct ? 

Mr. Conen. That is correct. 

Senator Monroney. So the corpus of the assets would be beyond the 
jurisdiction, other than the $120,000 on deposit with the insurance 
commissioner in Delaware ? 

Mr. Coen. May I respond to that question ? 

Senator Monroney. Certainly. 

Mr. Conen. Under Maryland law, suit may be brought against the 
secretary of state and assets of the insurance carrier in bank accounts, 
and the assets in Maryland would be available for attachment. That, 
of course, could be true in Delaware. There are procedures available 
to the members of savings and loan associations that are insured in 
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Maryland directly within the State, against the assets within the State 
of Maryland, as well as taking legal steps against the assets in the 
State of Delaware. 

Senator Bratn. Are they on deposit with the insurance commis- 
sioner of Maryland ? 

Senator Monroner. Are those securities on deposit or listed with 
the insurance commissioner of Maryland ? 

Mr. Conen. They have been identified to the insurance commis- 
sioner as available. They are not on deposit with him. 

Senator Ciark. Would they be subject to attachment or judgment ? 

Mr. Conen. The answer is, without qualification and fully, yes. 

Senator Monroneyr. The International Guarantee & Insurance Co., 
with chartering jurisdiction in Morocco, filed December 1946 assets 
totaling $316,890. Do you know anything about that ? 

Mr. Roosrvett. I know nothing about any of the other companies. 

Senator Monroney. You know nothing about the Atlantic Casualty 
& Fire Co. of Columbia, S. C., which does not list its assets? 

Mr. Roosevetr. I know nothing about it. 

Senator Monroney. Nor the Guardian Insurance Co. of Maryland, 
which apparently is still a proposal ? 

Mr. Roosevett. No, sir; I know nothing about that either, and none 
of our share accounts are insured by any of those. 

Senator Monroney. It would seem to me that if what you have 
testified be true, and I presume it is because you worked in this field, 
there is a very limited amount of present commercial underwriting 
that is available for this type of insurance. 

Mr. Roosevett. You are quite right, Senator, and I have been in- 
terested at the present time in an organization of which I have no 

art and no interest which has applied to the insurance commissioner 
m California for certification “se for incorporation to enter this field, 
primarily because of the tremendous lack of adequate insurance that 
is available. 

Senator Monroney. I believe you testified that none of the large 
companies customarily write this type of insurance or have interested 
themselves in the field, and blame that more or less on pressures. 
Would you not say that despite pressures, if there was good money- 
making opportunity and security of risks for such underwriting, it 
would have attracted some of the very business-minded officials of 
our very efficient insurance companies of this country ? 

Mr. Roosrverr. No, sir. I think that is more of a historical reason. 
The insurance business has always shied away from what would be 
called a straight financial guaranty, and that is why, for instance, 
even in bank deposits you have not been able to get even those that 
have been proven by the Federal Deposit Insurance Corporation that 
this is a profitable field, very profitable field, because of the historic 
position of the insurance business to stay away from straight financial 
guaranties. Now, there have been exceptions. For example, Senator 
Beall knows of the guaranty of mortgages prior to the 1929 debacle. 
A number of English companies have tentatively entered from time 
to time, and I believe that a few of them still do write it, but not 
in the form this is but other forms of the guaranty of the paper of 
automobile companies and things of that kind. But historically the 
insurance companies have felt this was not true insurance from their 
point of view, and therefore have stayed away from it. 
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Senator Brat. Private companies do insure deposits in all the 
banks all over the country. For instance, tax collectors’ accounts are 
insured by private indemnity companies. 

Mr. Roosrvetr. Yes, but I do not believe straight deposit insurance 
exists. 

Senator Brau. Yes, they insure specific accounts. 

Mr. Roosrvett. That may be true. 

Senator Beaty. You can get insurance on any specific account if 
you apply to an indemnity company for it, and all the big indemnity 
companies do insure deposits. 

Mr. Roosevett. They will not insure, for instance, my deposit with, 
let us say, the Riggs Bank, would they? I do not deposit at the 
Riggs Bank, but I am giving free advertising. 

Senator Brau. I have not tried it with my own account or indi- 
viduals—I mean individuals who are public officials. 

Mr. Roosevetr. That is what I want to point out. They will do it 
with public officials but not for private individuals. 

Senator Brau. I do not know that they will not do it. 

Mr. Roosrvett. I have tried it, sir. They will not. 

Senator Monroney. From your testimony I got the implication 
that a building and loan association has to be a member of the Federal 
Home Loan Bank System in order to get insurance. I am sure you 
did not intend that to be the implication, because it is not true. 
Any building and loan association can get insurance. There is a 
minimum of about a million dollars or million and a quarter that they 
have to have outstanding in shares. Even if these people wish to be 
independent of the System, the Federal insurance plan is still available 
and it is still there for them to use if they choose to do so. 

Mr. Roosevett. That is correct, sir, but of course it automatically 
brings them under all of the regulations of that Federal insurance. 

Senator Monroney. And the auditing and inspection that the 
System requires. 

Mr. Roosevett. That is correct, sir. 

Senator Monroney. Do you know what auditing systems, if any, 
these privately organized insurance companies have that go beyond 
the value of the insurance to warranty the good management of the 
companies? 

r. Roosevett. No. I think that is part of the legislation which I 
think I indicated I would certainly support and we would support, 
which would be to require that of any insurance which was sold to 
the public, any given statement must be approved by the insurance 
commissioner of that State and subject to the audits and regulations 
of that insurance law. I am strong for that, sir. 

Senator Monroney. To write fire insurance there are special laws 
and qualifications. 

Mr. Roosrverr. I think that is completely sound, and I think it 
should be enacted. However, that is quite different from the section 
of the Senator’s bill, S. 4116. 

Senator Crark. May I ask one question. Getting back to the 
American Savings & Loan Indemnity Co., with respect to which we 
have testimony that $4,200,000 of assets are available in Delaware and 
Maryland to satisfy any judgment which might be obtained against 
it, is that sum related to the amount of insurance which that company 
can write in those States pursuant to State law? 
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Mr. Roosrvext. For instance, the State of Delaware—I am not 
totally familiar with the insurance laws of the State of Delaware, 
but in order to maintain its license to operate in the State of Delaware 
it would have to maintain a ratio of capital assets to insurance risk. 

Senator Crark. Do you have any idea how much insurance they 
have written in Delaware? 

Mr. Roosrvert. No, sir, but I would think it very little. I will ask 
Mr. Cohen to give you a better answer, because I am not associated 
with that at all. 

Mr. Conen. If I may, since the American Savings & Loan In- 
demnity Co. has insured only the share accounts of one building and 
loan association, it would be limited to the total savings share accounts 
of that building and loan association. Accordingly, it would be 
limited to $314 million. 

Senator Crark. The amount of security that is on deposit in Dela- 
ware is fixed by State law, and the ratio of insurance they can write, 
and that would be the case in any State where they qualify to do 
business ? 

Mr. Conen. That would be true, sir. 

Senator CiarK. So that if this private system is a wise og 3 to 
permit—I am expressing no opinion—there are well-fixed State laws 
which would protect the beneficaries with respect to any judgment 
which might be obtained against the insurance company, and they 
could not do any business unless they first qualified in that regard ? 

Mr. Roosrvetr. That would certainly be my position, but I want to 
point out that sometimes there are companies that do business by mail, 
and this is rather a widespread practice in, let us say, health insurance. 
I think it has been subject to abuse, and I think it should be properly 
regulated. I think Senator Beall’s bill, as far as it goes toward that, 
does have a very sound use. 

Senator SparKMAN. Senator Beall, do you have some more ques- 
tions? 

Senator Bratt. Yes. Mr. Roosevelt, you mentioned the American 
Council of Independent Savings and Loan Associations. When was it 
organized ? 

Mr. Roosrvetr. I do not know just when it was incorporated, but it 
actually began business about 7 or 8 months ago. 

Senator Beaty. What is its purpose ? 

Mr. Roosrvetr. I think I went into that rather fully in my state- 
ment, Senator. Do you want me to repeat it ? 

Senator Bratt. No. Can you supply a list of members of that asso- 
ciation to the committee? 

Mr. Roosevett. I would be very happy to. 

(The information requested had not been received at the time of 
going to press. ) 

Senator Beaty. What is the relation between the council and the 
American Savings & Loan Indemnity Co. ¢ 

Mr. Roosevett. There is no relationship at all, except that the 
American Council has told those who have inquired both from out- 
side its membership and within its membership that this insurance is 
available, and that as far as we know this is the only company that we 
believe is at this time at least—I should not disparage other companies 
and do not intend to, but it is the only one that in our judgment we feel 
we want to recommend now. 
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Senator Beaty. That is the Indemnity Co. of America ? 

Mr. Roosrverr. American Savings & Indemnity Co. 

Senator Braun. I do want to say, Mr. Chairman, I agree with Mr. 
Roosevelt very emphatically that we want small business to be pro- 
tected, but aaa when they are not taking advantage of the investing 
public. You stated that you were appearing here for the American 
Council of Independent Savings and Loan Associations, and you favor 
sound insurance. Can you tell me the soundness of the insurance of the 
members? You said they did have $4 million available? 

Mr. Roosrvetr. I believe in the Maryland situation it is soundly 
taken care of, but I frankly would support a law which would say 
that it was necessary for a company to become licensed in Maryland, 
in order to continue in business, even though I recognize that that 
would remove this little company from all of its insurance at the pres- 
ent time. 


Senator Beaty. The indemnity company should be licensed in Mary- 
land? 

Mr. Roosrverr. I believe it should be, and I think something should 
be done to somehow get these States to let them get licensed where 
they can properly qualify. 

Senator Beaty. The insurance commissioner of Maryland has no 
control over it until it is licensed. 

Mr. Roosrvett. No, and I was amazed to find out when I joined that 
even the banking commissioner has little or no control over these say- 
ings and Joan associations in Maryland, as you, I think, brought out in 
vour statement. 

Senator Sparkman. Any further questions ? 

Senator Monroney. Is there any relationship of directors of the 
Family Savings & Home Loan Association in Maryland with the 
American Savings & Loan Indemnity Co. ? 

Mr. Roosevett. I believe one of our directors, Mr. Jasen, is at the 
present time president of the indemnity company and is a director of 
the Family Savings & Loan Association. 

Senator Monroney. Is he a majority stockholder ? 

Mr. Roosrvetr. No, he is a minority stockholder. 

Senator Bratt. Were they not the same officers until a month ago? 

Mr. Rooseveir. They have never been exactly the same. Mr. 
Cohen was active in both at one time, and very frankly I have urged 
the complete divorcement of that, although that might create hard- 
ships and is not necessarily a reflection on anybody, but I think it is 
wiser for them not to have the same associations. So we have been 
working toward that. : 

Senator Carenart. I have one question, Mr. Chairman, 

Senator Bratt. May I ask just one more question. Where is this 
$4 million on deposit in Maryland? 

Mr. Rooseverr. Mr. Cohen, do you want to answer that? 

Mr. Conen. Yes. It is in the offices in Silver Spring, Md. 

Senator Beaty. In the company’s offices, the Family Savings & 
Home Loan Association offices ? 

Mr. Conen. Yes. 

Senator Brat. Not in any bank or safety vault except your own? 

Mr. Couen. Yes, sir. ees 

Senator Carenartr. Are you saying the assets of this indemnity 
company that insures these accounts is in the offices of and under 
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control of the Family Savings & Home Loan Association, whose 
accounts they are insuring? Is that what you just said? 

Mr. Couen. No, indeed; and I would not have the record contain 
that information. The records of ownership of these assets, how- 
ever, are temporarily in the offices of the savings and loan association 
in Silver Spring. 

Senator Carrnarr. In other words, the Family Savings & Home 
Loan Association in Maryland has the same domicile as the American 
Savings & Loan Indemnity Co. ? 

Mr. Conen. No, indeed. The only offices of the American Savings 
& Loan Indemnity Co., Senator, are in Delaware. 

Senator Cargnarr. He asked you the question where the $4 million 
worth of securities were domiciled or housed, and you said they were 
housed at the place of business of the Family Savings & Home Loan 
Association. 

Mr. Conen. I would be as clear as you would have me be, Senator. 

Senator Carruart. Is that true ? 

Mr. Couen. That is where they are housed. The evidence of own- 
ership is housed temporarily. 

Senator Carenart. Who has control of them at that particular 
location ? 

Mr. Conen. Obviously the officers of the insurance carrier would 
have control of it. 

Mr. Roosevetr. If I may make that clear, that was necessary in 
order to do what Senator Clark was talking about, to make them 
available to the legal process of the Maryland depositor, and there- 
fore we did give them—I call it housing room, but there is no control 
by the Family Savings & Home Loan Association of any of these 
assets. That is completely controlled by the officers of the insurance 
company. 

Senator Cargnartr. But they seem to be handled at the same lo- 
cation. 

Mr. Roosrvett. No, sir; they are not handled. They are housed, 
because they are merely deposited as you might deposit something 
in a bank and put it in your safe deposit box. 

Senator Capruart. Does the president of the Family Savings & 
Home Loan Association have a key to the safe deposit box they are in? 

Mr. Roosreverr. That I will have to find out. I do not believe he 
has. The officers, I presume, have keys to all of them in order that 
they might open them in case of necessity, but he has no legal right 
to touch them, to act on them in any way, shape, or form. 

Senator Cargnart. I suspect they will be before us as witnesses a 
little later. 

I notice the American Savings & Loan Indemnity Co. has offices 
in London, Toronto, Panama, Washington, and Wilmington, Del. Is 
that correct ? 

Mr. Roosrvetr. Mr. Cohen better answer that, because I am not up 
on it. 

Mr. Conen. If I may, Senator, may I point out that this informa- 
tion that appears to be in the hands of the members of this subcom- 
mittee, is misinformation—not only misinformation but in some in- 
stances archaic, no less archaic than the 12, 14, or 15 months of past 
history. Originally the American Savings & Loan Indemnity Co. did 
have offices in Toronto and did have offices in London, as well as its 
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home office in Panama. It has been no doubt nearly a year since those 
offices were closed down, and the only office is that of Delaware. It 
has a general counsel in Washington. That appears to me to be 
typical, if I may say so, of much of the information that has been 
brought before the committee. 

Senator Carenart. I just saw it for the first time this morning, 
and that is why I asked the question. 

My next question is: Are the officers and directors of this associa- 
tion citizens of the United States? 

gar Roosrvett. Mr. Cohen says as far as he knows every one of 
them is. 

Senator Carenart. Are you the general counsel ? 

Mr. Roosevetr. Yes, he is. 

Senator Capgenartr. Would you care right now to give us the names 
of the officers and directors? 

Mr. Conn. To the best of my knowledge, sir, one is Edward Jasen. 

Senator Carpenart. What is his address? 

Mr. Couen. He lives in Washington, D. C. Harold Bleicher is 
a resident of Maryland. 

Senator Carenart. What is his address in Maryland? 

Mr. Conen. I am sorry, but I do not know specifically. 

Senator CaprHart. What is this gentleman’s address in Wash- 
ington ? 

r. Conen. I daresay— 

Mr. Roosrvett. I have that in my office. 

Senator CarrHarr. Who are the others? 

Mr. Conen. Sixteenth Street NW. And I trust Mr. Bleicher lives 
in Silver Spring. 

Senator Capenarr. Who is that? 

Mr. Conen. Mr. Harold Bleicher. 

Senator Carenart. How do you spell that ? 

Mr. Coven. B-l-e-i-c-h-e-r. 

Senator Carenart. He lives in Silver Spring? 

Mr. Conen. Yes,sir. And Mr. Davis J. Stolzer, of Lawrence, Long 
Island. 

Senator Careuart. Why did you go to Panama to organize this 
company? What advantages are there over a United States corpora- 
tion ? 

Mr. Coven. As Congressman Roosevelt testified, there was very con- 
siderable opposition to the formation of insurance carriers underwrit- 
ing deposit bond insurance. There has been a history in the 1930’s. 
It has been adverse, and there is a lack of sympathy among many of 
the insurance commissioners. It was necessary to do so to go abroad. 

Senator CaprHart. To do what? 

Mr. Couen. To go abroad and to initiate the corporation. 

Senator Carenart. Do you save taxes? 

Mr. Conen. There are those advantages as well. 

Senator Caprnart. What you say, then, that as shown on this sheet 
I have here—and I have not the slightest idea who tied it all up— 
the offices in London, Toronto, and so forth are no longer there? 

Mr. Conen. I would say much of that information is inaccurate, 
and I have not had an opportunity to examine it. 

Senator Carenart. But the headquarters at the moment of the 
American Savings & Loan Indemnity Co. is in Silver Spring ? 
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Mr. Roosrve.t, No, sir. The headquarters is in Delaware. 

Senator Carenart. But the assets are in Silver Spring? 

Mr. Roosrvett. The physical assets are in the office in Silver Spring 

Senator Carpenart. How long have they been there? 

Mr. Conen. I trust they have been there since a license was granted 
by the State of Delaware qualifying the carrier in the United States. 
It was in February, I believe, the license was issued, and ever since 
that time those assets have been made available for 

Senator Carenarr. Since February of this year? 

Mr. Couen. Yes, sir. 

Senator Caremarr. Then is it a fact that the American Savings & 
Loan Indemnity Co. was organized for the specific purpose of serving 
the Maryland company? 

Mr. Conen. It would be a fact, Senator, capable of ready proof, 
that the insurance carrier was formed to serve a number of savings 
re: joan associations, wherever that carrier could qualify in every 

tate. 

Senator Careuart. And you are the counsel for the American 
Council of Independent Savings and Loan Associations? 

Mr. Couen. I am. 

Senator Caremart. Is it a fact that that counsel would be paid 10 
percent for all the business they get, by this American Savings & Loan 
Indemnity Co.? 

Mr. Conren. That would be a fact capable of straightforward de- 
scription as false, absolutely false. 

Senator Caremart. Are you paid anything? 

Mr. Conen. No, we are paid no such thing, as far as we know, 
Senator ; absolutely not. 

Mr. Rooseveir. The council is not paid anything by the—— 

Senator Carenart. You are not paid a commission by the Ameri- 
can Indemnity Co. for any business you might secure for them? 

Mr. Counen. I thank you, Senator, for your interest in my economic 
welfare, but I receive no—— 

Senator Caprenarr. I do not mean you. I am talking about the 
council, the organization. 

Mr. Conen. No, indeed, sir. 

Senator Capremart. It is not paid anything? 

Mr. Conen. No; never has. 

Mr. Roosevett. There is absolutely no commission paid, 

Senator Carenart. I see. I was informed that there was. 

Mr. Roosevett. I am afraid a lot of people have been misinformed. 

Senator Carenart. That is the purpose of these hearings. I am 
anxious to get the facts and am trying to get the facts. ' 

That is the purpose of these hearings. We have here you see a list 
of four indemnity or bonding companies. 

Mr. Roosrvetr. I do not want to speak of any of those other com- 
panies—I can only speak of this one instance. __ 

Senator Cargenart. I am only speaking of this one, too. 

That is all, Mr. Chairman. 

Senator Sparkman. Thank you very much. 

We had listed as our next witness Mr. Robertson, the Chairman of 
the Federa] Home Bank Board, However, we are not going to be 
able to continue much longer, and Mr. Robertson has expressed a 
willingness to return tomorrow morning at 10 o’clock. Mr. John P. 
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Clair, chief attorney, Department of Banks of the Commonwealth of 
Massachusetts, is here and will not be able to be with us in the 
morning. I understand his statement is rather brief. 

Mr. Clair, will you come around, please. We are glad to have you 
with us, Mr. Clair. 


STATEMENT OF JOHN P. CLAIR, CHIEF ATTORNEY, MASSACHUSETTS 
BANKING DEPARTMENT, BOSTON, MASS. 


Mr. Crair. Thank you, Mr. Chairman, for your indulgence in this 
matter. 

The bills before you would force the Massachusetts Banking De- 
partment to dissolve the only mandatory State fund in the country. 
Massachusetts since 1932 has had mandatory insurance systems for 
362 savings and cooperative banks. These funds currently have 
assets in excess of $75 million. The soundness of the two systems is 
apparent. The share insurance fund for cooperative banks, without 
any consideration to a resurve fund which it also has, contains $1.40 
for each $100 of insured liability. The Federal Savings and Loan 
Insurance Corporation, on the other hand, for each $100 of insured 
liability has assets of 71 cents. The Federal Deposit Insurance 
Corporation is insuring both secured and unsecured obligations be- 
cause of the very large number of demand deposits contained on 
commercial banks. 

Substantially all of the assets insured by the Massachusetts deposit 
insurance fund are in savings banks and nonrisk assets. The ratio 
of the net insured deposits in the Federal Deposit Insurance Corpora- 
tion system to the insured funds available is 3.41 percent. In Massa- 
chusetts the deposit insurance fund ratio of net insured deposits of 
the insured funds available is 3.37 percent, and this comparison does 
not include approximately $10 million available in the reserve fund 
of the Massachusetts statutory corporation which insures savings 
banks. 

Under the provisions of this bill, the Massachusetts cooperative 
banking system, with assets in excess of $1 billion, will be required to 
leave an insurance system which is almost twice as strong as the 
Federal Savings and Loan Insurance Corporation and would make it 
necessary for savings banks to separate themselves from an insurance 
system which is at least as strong as the Federal Deposit Insurance 
Corporation. 

Not 1 penny has ever been lost in Massachusetts cooperative banks. 
The Insurance Corporation since its inception has liquidated 11 banks, 
consolidated 4, and financially assisted 6 others. Its ability to pay 
benefits is currently increasing at the rate of $1 million per year, and 
the ability of the Massachusetts fund for the savings banks is cur- 
rently increasing at the rate of $3 million per year. 

Both funds were organized and are operated on the basis of mutual 
self-help. Each member bank has a financial interest in the better 
management of all of them and in the continued safe operation of 
every other member bank, and both of these insurance systems are 
supervised and controlled by the Massachusetts Banking Department. 
We examine them continually, just as we do all the banks under our 
supervision. 
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In Massachusetts we sympathize with the position taken by Sen- 
ator Beall. We agree with the principle that the banks ought not to 
be advertising that deposits are insured if in fact the insurance is 
illusory. We know that Senator Beall did not intend to force the 
Commonwealth of Massachusetts to dissolve insurance systems, one 
of which is older than the Federal Savings and Loan Insurance Cor- 

ration and the other created at about the same time the Federal 

sop Insurance Corporation was created. 

e commissioner of banks, Edward A. Counihan, has asked me 
to submit a proposed amendment, together with a letter, which at this 
time I would like to submit to the committee. 

Senator Ciark. The letter will be received and the committee will 
consider it. 

Thank you very much. 

(The letter referred to follows :) 


THE COMMONWEALTH OF MASSACHUSETTS, 
OFFICE OF THE COMMISSIONER OF BANKs, 
State House, Boston, July 22, 1958. 
Hon. JoHn SPARKMAN, 
United States Senator, Subcommittee on Housing, Committee on Banking 
and Currency, United States Senate, Washington, D. C. 

DeaR SENATOR SPARKMAN: The Massachusetts Banking Department respect- 
fully suggests that S. 4116 be amended in order to preserve the Massachusetts 
system for the insurance of deposits and shares in sayings banks:and coopera- 
tive banks in this Commonwealth as well as those insurance systems in other 
States which insure such deposits and shares. This amendment is as follows: 

“The provisions of this section shall not apply to savings banks, cooperative 
banks, savings and loan associations and building and loan associations organized 
and operating under the laws of a State which by statute of said State provides 
for insurance of deposits and shares in savings banks, cooperative banks, sav- 
ings and loan associations and building and loan associations.” 

Please allow me to avail myself of this opportunity to express my personal 
thanks for your indulgence in this matter. We are very proud of the insurance 
system in Massachusetts which, as Mr. John P. Clair, chief attorney for this 
department who will testify before your committee will explain, is the only 
mandatory State system for the insurance of shares and deposits in the United 
States. 

Respectfully, 
Epwarp A. CounrInAN III, 
Commissioner of Banks. 


Senator Brau. I do want to say for the record, and I have talked 
to Mr. Clair, that I am familiar with the splendid insurance arrange- 
ment they have in Massachusetts. I want to assure Mr. Clair for the 
record that we will recommend to the committee that that part of the 
bill that affects such very fine companies as operate in Massachusetts 
will be stricken out and will not be a part of any Federal legislation 
that Iam concerned with. 

Mr. Cratr. Thank you very much. The amendment which we sub- 
mitted here is one which would exclude from the bill insurance sys- 
tems which are created and supervised by a State government. In 
Connecticut they have a similar system, which I think you know about. 

Senator Breaux. I have assured them of the same thing. 

Senator Crark. Thank you very much, Mr. Clair. 

The committee will stand in recess until 10 o’clock tomorrow morn- 
ing, at which time the first witness will be Albert J. Robertson, Chair- 
man of the Federal Home Loan Bank Board. 

(Whereupon, at 12:20 p. m., the subcommittee recessed, to recon- 
vene at 10a. m., Friday, July 25, 1958.) 
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FRIDAY, JULY 25, 1958 


Unrrep States Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscoMMITTEE ON Housrne, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
318, Senate Office Building, Senator John Sparkman (chairman of 
the subcommittee), presiding. 

Present : Senators Sparkman, Capehart, and Beall. 

Senator Sparkman. Let the committee come to order. 

I think we better get started because the Senate meets early this 
morning, and we probably will be having some rollcalls before noon. 

We have moved to this room in order to get away from that noisy 
competition incident to the construction of the New Senate Office 
Building. 

Mr. Robertson, we are glad to have you, sir. Just have a seat. 

Also we are glad to welcome the other members of the Board and 
other personnel. 

For the record may I identify Mr. Albert J. Robertson, Chairman of 
the Federal Home Loan Bank Board. He is accompanied by the 
other two members of the Board—Mr. William J. Hallahan and Mr. 
Ira Dixon. 

Will you proceed in your own way, Mr. Robertson ? 


STATEMENT OF ALBERT J. ROBERTSON, CHAIRMAN; ACCOMPANIED 
BY IRA A. DIXON AND WILLIAM J. HALLAHAN, MEMBERS, FED- 
ERAL HOME LOAN BANK BOARD; AND WILLIAM H. HUSBAND, 
GENERAL MANAGER, FEDERAL SAVINGS AND LOAN INSURANCE 
CORPORATION 


Mr. Rosertson. Thank you, sir. 

The members of the Federal Home Loan Bank Board welcome the 
opportunity to appear before the subcommittee and testify with re- 
gard to the present bill, S. 4116, and the earlier bill, S. 3698. 

These bills relate to the problem of so-called commercial insurance 
of savings accounts in savings and loan associations. Before com- 
menting on the specific terms of the bills we shall try to give in brief 
compass some of the background on this problem, which has been a 
source of concern to us in recent months. 

The Federal Government has long recognized a need for the foster- 
ing of adequate facilities and sound protective measures in the vital 
and sensitive area of financial institutions, both in the banking field 
and in the savings and loan field. 
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In the banking field, this need has been given recognition by the 
legislation relating to national banks, which began in 1863, by the en- 
actment of the Federal Reserve Act in 1913, and by the establishment 
of the Federal Deposit Insurance Corporation in 1933. In the sav- 
ings and loan field it has been recognized by the enactment of the 
Federal Home Loan Bank Act in 1932, by the provisions for Federal 
savings and loan associations embodied in section 5 of the Home Own- 
ers’ Loan Act of 1933, and by the creation of the Federal Savings and 
Loan Insurance Corporation by title IV of the National Housing Act 
in 1934. 

Through these means the Federal Government has provided in 
each of these fields, first, a system of federally chartered private in- 
stitutions parallel to the analogous State-chartered institutions and 
constituting the Federal portion of a dual Federal-State system; 
second, a reserve credit system serving both Federal and State insti- 
tutions; and, third, an instrumentality of the United States to insure 
deposits and savings of the public in both classes of institutions, up 
to a statutory limit now fixed at. $10,000. 

During the period of nearly a quarter of a century since the creation 
of the Federal Savings and Loan Insurance Corporation that instru- 
mentality of the United States has until very recently been almost the 
sole source of insurance for the savings of members of the public in 
savings and loan associations. The only exception has been that in 
two States such protection has been provided for some State-chartered 
institutions by funds or organizations set up under the laws of the 
particular State for the protection of the investing public and not as 
a commercial enterprise. 

Senator Sparkman. What States other than Ohio, which was men- 
tioned yesterday ? 

Mr. Rosertson. Massachusetts. 

Senator SparkMAN. Massachusetts ? 

Mr. Ropertson. Yes. 

Under these circumstances, members of the public who have been 
informed that their investments in savings and loan associations are 
insured or guaranteed have heretofore been justified in assuming and 
believing that the insurance or guaranty was being provided through 
an instrumentality of the United States or through such a fund or 
organization set up under State law for their protection. There was 
no other source through which such coverage was being made avail- 
able. 

Within the past few months, however, it has developed that some 
associations that. advertise insurance of accounts are undertaking to 
provide such insurance through other carriers. | 

From such investigation as it has been possible to make it has been 
revealed that these carriers are ordinarily organizations of some 
foreign country. It is our understanding that, at least in the usual 
case, they have not qualified to do business in the States in which the 
associations are located, and they are thus not subject to effective su- 
pervision by those States. Ain : oe 

Furthermore, their status as organizations of foreign countries 
which have not qualified to do business in States in which thev op- 
erate raises serious questions as to whether thev would have adequate 
assets that covld be reached in this country if the insurance became 
payable, and also as to whether process could be served on them so as 
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to make them amenable to courts other than those of the foreign juris- 
dictions in which they are organized. 

We have not merely been concerned as to the financial condition 
and soundness of these insurers, the adequacy and availability of their 
assets in the United States, and their amenability to process, but we 
have also been concerned as to the advertisements which have been 
used by savings and loan associations which utilize their facilities. 

Some of these advertisements simply state that accounts are in- 
sured up toa specified sum. In other cases, the statement is made that 
the accounts are “commercially insured,” without any further indica- 
tion of the distinction between such insurance and insurance by a 
governmental instrumentality. 

In some of the advertisements of these associations there is no indi- 
sation whatever of the identity of the insurer. Others give the name 
of the foreign company, or Staten an emblem which contains the 
name of the company but bears a strong overall resemblance to the 
emblem used by institutions whose accounts are insured by the Federal 
Savings and Loan Insurance Corporation. 

Even where the name of the insurer is given, there is ordinarily no 
statement or indication as to the location of its home office or other 
indication that its domicile is in a foreign country. In the case of 
one of these foreign insurers the name itself, through the use of the 
word “American,” is likely to cause investors to be under misappre- 
hension in this respect. 

We believe that S. 4116 would provide a comprehensive legislative 
basis for solution of the problems created by this recent development. 
It would provide a means by which the Board could control the making 
or representations likely to mislead the public as to the nature or source 
of the insurance which was being offered, whether such representa- 
tions were made by the associations themselves or by brokers or others. 
At the same time it would be sufficiently flexible to permit the making 
of appropriate exceptions or exemptions for sound and properly con- 
ducted State-chartered funds or organizations. 

The provisions of the bill would make it unlawful for any person, 
by or through any use of the mails or of any of the means, instruments, 
or facilities of transportation or communication in interstate com- 
merce, or with the aid of any such use, to make any representation, 
oral or written, that any of the shares, certificates, or deposit accounts 
of any savings and loan association, or of any savings bank not a mem- 
ber of the Federal Deposit Insurance Corporation, were insured or 
guaranteed, if such representation was contrary to regulations of the 
Federal Home Loan Bank Board adopted by the Board on a deter- 
mination by it that such regulations were necessary or appropriate 1n 
the public interest and for the protection of investors. 

These provisions would enable the Board to control such repre- 
sentations without regard to whether the institution involved was or 
was not a member of a Federal home-loan bank. They differ in this 
respect from the provisions of the earlier bill, S. 3698, which would 
apply only where the institution involved was a Federal home-loan 
bank member. 

We believe the broader coverage of S. 4116 is desirable, and we call 
attention in this connection to the fact that, of all the institutions 
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which, according to our information, have undertaken to obtain this 
so-called commercial insurance, only one is a member of a Federal 
home-loan bank. 

In our letter of April 21, 1958, to the chairman of the committee 
we noted that constitutional questions might be raised if an effort 
were made to cover this field by Federal legislation. The coverage of 
S. 4116 is based on the recognized power of the Federal Government 
with respect to the use of the mails and of the means, instruments, and 
facilities of interstate commerce, and we believe that this approach 
would provide a sound constitutional basis for such coverage. 

Further provisions of S. 4116 would make it unlawful for any per- 
son, by any of the above-mentioned methods, to issue or sell or to offer 
for issue or sale any such shares, certificates, or deposit accounts which 
were insured or guaranteed otherwise than by the Federal Savings 
and Loan Insurance Corporation or the Federal Deposit Insurance 
Corporation, if such action was contrary to such regulations. 

In addition, the bill would make it unlawful for any person, know- 
ingly and by such methods, to aid or assist in any of these acts, or to 
transport, transmit, disseminate, publish, or deliver any such repre- 
sentations. However, these additional provisions would apply only 
where the acts done were in violation of an order of the Board directed 
to such person, as distinguished from merely being in violation of 
the regulations. 

The bill also contains essential administrative and implementing 
poate, including provisions with respect to civil and criminal en- 

orcement proceedings. 

We recommend enactment of S. 4116, and have only two suggestions 
with respect to the bill. 

Our first suggestion is that savings banks be excluded from the cov- 
erage of the bil as we are aware of no present problem in this connec- 
tion with respect to such banks. This exclusion could be accom- 
plished by striking the language of the bill beginning with the comma 
in line 11 on page 1 of the bill and ending with the first comma in line 
2 on page 2. 

The second suggestion which we have is that consideration be given 
to the advisability of adding a provision that, in the future, no institu- 
tion of the savings and loan type shall be admitted to Federal home- 
loan bank membership unless it is insured by, or becomes insured by, 
the Federal Savings and Loan Insurance Corporation, and requirin. 
the maintenance of such insurance by all Federal home-loan ban 
members which have or obtain insurance by that corporation. 

We present as attachment A to this statement a suggested form of 
amendment which, if desired, could be used for that purpose. The 
amendment which we thus present is, except for some perfecting 
changes, identical with the amendment suggested in our letter of 
May 1 to the chairman of the committee on S. 3698. 

he Board believes that this amendment, by requiring such insur- 
ance in the case of all such institutions which in the future obtain 
Federal home-loan bank membership, would tend to lessen the prob- 
lem of so-called commercial insurance in the case of such members. 
The requirement of insurance by the Federal Savings and Loan Insur- 
ance Corporation would also be desirable for the further reason of 
guarding against the possibility of heavy demands on the Federal 





wwe *s * a ee ) ee ed 


eee CUCU 


tvs 


= 


' 


1 


PRvs © FP mS 


Fe ANS eter RL ER 


SAVINGS AND LOAN INSURANCE 47 


home-loan banks arising from loss of confidence due to lack of such 
insurance. 

We recognize that not all associations which obtained Federal home- 
loan bank membership when such insurance was not required may wish 
to obtain such insurance or may be in a position to qualify therefor, 
and for this reason the suggested amendment would require the ob- 
taining of such insurance only in the case of associations applying for 
membership in the future. 

In conclusion, the Board would urge that adequate legislation be 
enacted while the practices which we have referred to are in their 
incipiency and before they have had time to become established and 
entrenched. 

We have received informal advice from the Bureau of the Budget 
that there is no objection to the submission of this testimony. 

Mr. Chairman, this concludes our prepared statement. 

Senator Sparkman. Thank you, Mr. Robertson. 

Since Senator Beall has to leave very shortly, I will ask him if he 
has any questions at this time. 

Senator Breau. I have no questions at this time, Mr. Robertson. 

I do want to say at this point, Mr. Chairman, since yesterday there 
was some testimony about the two bills which I introduced, 8S. 3698 
and. §, 4116—and some controversy over who drafted these bills—I 
want-to set the record straight in order that there will be no doubt in 
anyone’s mind; S. 3698 was drafted by my legislative counsel. 

he text of S. 4116 was originally drafted to be made part of the 
testimony of the Federal Home Loan Bank Board when this hearing 
was originally scheduled on June 20. Learning that it was available, 
I decided to introduce it so that other interested groups would have 
a chance to analyze it before this hearing. 

I want to note for the record, Mr. Robertson, that I appreciate the 
Board’s cooperation in that regard. 

Senator Serekean. Senator Capehart ? 

Senator Carenart. I have a few questions. 

This legislation is directed primarily to savings and loan associa- 
tions that do not come under any supervision; are not responsible to 
any Federal or State agency for their operations; is that correct? 

Mr. Rosertson. Yes. They would not come under the jurisdiction 
of the Federal Home Loan Bank Board, but they would come under 
the jurisdiction and*supervision which any of the States might have. 

Senator Carenart. But they do not all have supervision. 

Mr. Roserrson. That is right. 

Senator Carenart. Is Maryland an example of that? 

Mr. Rosertson. Maryland is an example; yes, sir. 

Senator Carenart. How many such associations are there in the 
United States? 

Mr. Rosertson. I am going to ask Mr. Hallahan to answer you. 

Mr. Hatianan. Was your question how many associations—— 

Senator Carenart. How many associations—savings and loan as- 
sociations—are there in the United States that do have what we 
normally think of as good supervision; either by the Federal Govern- 
ment or by State governments? 
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Let’s take the Federal Government first. How many in the United 
States have Federal supervision as a result of your guaranteeing their 
accounts up to $10,000, and for other purposes? 

Mr. Hatianan. At the end of the last calendar year it was 3,727. 
I think by this time it has gone over 3,800. 

Senator Carenart. How many are there in the United States that 
you have absolutely no connection with, nor does any other Federal 
agency ¢ 

Mr. Hatianan. Probably about 1,500, Senator. 

Senator Carenart. About 1,500 that have no supervision ? 

Mr. Harianan. That have no affiliation with the Federal Home 
Loan Bank Board. 

Senator Carenartr. There are 3,772 whose accounts are insured up 
to $10,000 by your agency? 

Mr. Hatxianan. That is correct. 

In that respect, I might say that I think there are about 129 asso- 
ciations which are members of the cooperative fund of Massachu- 
setts, which you would probably desire to subtract. 

Senator Carrnart. They are well regulated by the State of Massa- 
chusetts ? 

Mr. Hatnanan. Yes, sir. 

Senator Caprnart. And isn’t there a similar organization in Ohio? 

Mr. Harianan. Yes, there is a somewhat similar organization in 
Ohio. 

Senator SparKMAN. How many would be there? 

Mr. Hatxanan. I don’t know. 

I think those gentlemen are here. There are 101. 

Senator CarrHart. Of these 1,500 that do not have insurance by 
the Federal Government or any State insurance—I understand Massa- 
chusetts and Ohio do have some arrangement, a State organization— 
how many of these 1.500 have any insurance of any type, where their 
accounts are insured by a commercial insurance company—how many 
are insured, have insurance, let’s put it that way ? 

Mr. Hatianan. I think probably about 230 of them either belong 
to the Massachusetts fund or the organization in Ohio. 

Senator Carenart. In other words, the Massachusetts and Ohio 
associations are part of the 1,500? 

Mr. Hatianan. Yes, sir. 

Senator Caprnart. Eliminating those two groups, how many of 
the balance have some kind of insurance ? 

Mr. Hatzanan. The balance would amount roughly, Senator, to 
about 1,270, using the figures we have been using. 

Senator Carenart. How many of those have insurance? 

Mr. Harxianan. This would be just an estimate on my part. I 
would say probably 6 or 7, to our knowledge. 

Senator CaprHart. Six or seven of them / 

Mr. Hatianan. I think so. 

Senator CapeHart. Where are they located ? 

Mr. Hatxianan. I believe that one of them is located in Maryland. 

Senator Carenart. That is the Family Savings & Home Loan 
Association ? 
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Mr. Hatxianan. Yes, sir. 

There is one in Arizona. There is one in Illinois. And I guess 
there may be some question as to whether this insurance—— 

Senator Carenart. Will you furnish the committee the names and 
addresses of these six ? 

Mr. Hatianan. They are listed in the chart attached to our letter 
of April 21, 1958. 

Senator Carrnarr. Of these six that do have some kind of insur- 
ance, including the Family Savings & Home Loan Association in 
Maryland, what insurance company insures them ? 

Are they all insured by the same company, or are there six different 
companies insuring them ? 

r. Hattanan. I understand, Senator, that the institution in Mary- 
land is insured by one company. Most of the remainder are insured 
by a company located in Morocco. 

Senator Carewarr. In Morocco? 

Mr. Hatianan. Yes, sir. 

Senator Carruartr. Then of these six that have—— 

Senator SparKMAN. In connection with that figure, let me say that 
here is a list which refers to available financial and other data of 
associations which comes from the Home Loan Bank Board, and 
there are 10 listed there. 

Mr. Hatianan. I just received that. There are 10 rather than 6. 

Senator CapeHart. What is the name of the insurance company 
that insures the one in Maryland? Is that the American Savings & 
Loan Indemnity Co. ? 

Mr. Hatianan. Yes, sir. 

Senator Carpeuarr. The one that insures in Arizona is called the 
International Guaranty & Insurance Co., with headquarters in 
Morocco ? 

Mr. Hatianan. That is right, sir. 

Yes, sir. 

Senator Carenart. The other eight, who insures them ? 

Mr. Hatxanan. I don’t happen to have the list with me. I know 
the Moroccan company insures the 1 in Arizona, the 1 in Illinois, and 
I believe 1 in Idaho and 1 in Utah. 

Senator Carenart. This sheet says it insures the 1 in Arizona, 1 
in Utah, 1 in Idaho. It says the Commercial Savings & Loan Asso- 
ciation in Baltimore. 

Mr. Hatitanan. In Maryland, yes, sir. 

Senator Carenart. The Security Savings Institution, Inc., Seattle, 
Wash., and the Prudential Savings & Loan Association, Burley, Idaho. 

Mr. Hatianan. Yes, sir. 

Senator Carenart. So the Moroccan company insures what looks 
to me like six companies. 

Mr. Hatianan. Yes. 

Senator Carruart. The Panamanian American Savings & Loan 
Indemnity Co. insures only one. 








50 SAVINGS AND LOAN INSURANCE 


Mr. Hatianan, Yes. 

Senator CarzHart. The Guardian Insurance Corp. ? 

Mr. Hatxranan. It doesn’t insure in our field. It insures bank 
deposits, to some degree. 

nator CapeHarr. Isn’t there a strictly 100 percent American 
company which insures——. 

Senator Sparkman. The last one, the Guardian Insurance Corp., 
I notice the miscellaneous statement says that Guardian proposes 
under certain conditions to insure construction loans for up to 1 year 
at a premium charge of one-half of 1 percent per annum. Many local, 
statewide, and out-of-state savings and loan associations and build- 
ing and loan associations have inquired of and offered to join Guardian 
Insurance Corp. plans for their associations. About 14 associations 
say they are ready to talk business as soon as the insurance com- 
missioner issues a license. 

Senator Cargenart. I don’t think you answered my question. Is 
there any what we might call American, United States, company that 
insures savings and loans accounts up to $10,000? 

Mr. Hatianan. Not to my knowledge, Senator. 

I think there is one which has a proposal, but I don’t believe it is 
underway at the present moment. I think they filed a prospectus 
with the SEC, but I don’t believe it is a going operation. 

Senator Sparkman. To clear that up, according to this statement 
from the Home Loan Bank Board the Atlantic Casualty & Fire Co. 
is an American company, chartered 

Mr. Hatxanan. But they are not in the savings and loan field, 
Senator, I understand. 

Senator Carenart. Who has control over this Panamanian com- 
any and this Moroccan company? Does any agency in the United 
tates have any control over them? 

Mr. Hatianan. Not that we know of. 

Mr. Rosertson. None that we know of, Senator. 

Senator Carruart. Have you had any complaints against these 

companies ¢ 

Mr. Ropertson. We have had inquiries asking about them. They 
were not in the nature of complaints by savers. 

Senator Cargnart. How many of these savings and loan associa- 
tions that are insured by the Moroccan and Panamanian companies 
advertise nationwide or advertise throughout the world ? 

Mr. Roserrson. I think 2 or 3 of them advertise nationwide, at 
least in those advertisements that have come to our attention. 

Senator Carrenarr. Has it been called to your attention that the 
Mutual Savings Association of Maryland has been advertising in all 
the armed-services magazines, or part of them, throughout the world? 

Mr. Hatianan. Yes. We haveseen that. 

Senator Carenart. Do you have a copy of their advertisement ? 

Mr. Hatzianan. I don’t think we have one with us, but I have seen 
a copy of such an advertisement. 
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Senator Carenart. Of course, they are 100 percent Maryland char- 
tered as a Maryland association; are they not? 

Mr. Hatianan. That ismy understanding; yes, sir. 

Senator Carrnart. Therefore you have absolutely no jurisdiction 
over them at all. 

Mr. Hatitanan. That is right. 

Senator Carrnarr. Even though they do do business or might do 
business in every State in the Union and might do business through- 
out the world ? 

Mr. Hatxanan. That is correct. 

Senator Carenart. You have no way of controlling them and au- 
diting them or knowing what they are doing? 

Mr. Hatitanan. None whatsoever. 

Senator Caprenart. I have been told that the State of Maryland 
has no jurisdiction either ; is that true ? 

Mr. Hatxianan. The State of Maryland, I understand, does not ex- 
ercise jurisdiction over these institutions. 

Senator Caprnarr. I understand that the insurance commissioner 
of Maryland is going to testify here today. 

T hold in my hand an ad run by the Family Saving & Home Loan 
Association of Baltimore, Md., in the American Weekend, the Army 
Times Publishing Co. Does that go all over the world to our armed 
services ? 

Mr. Hatianan. I could not answer that question, Senator. 

Senator Capruarr. My next question is this: This concern, the 
Family Savings & Home Loan Association in Maryland, and these 
other 8 or 10—I believe it is 10—have the right to advertise all over 
the United States and solicit savings accounts. They may also ad- 
vertise throughout the world. 

Is that true of the savings and loan associations under your super- 
vision ? 

Mr. Hatnanan. Yes, sir. 

Senator Carenart. They can do likewise ? 

Mr. Hatianan, Yes, sir. 

Senator Carenart. And do they? 

Mr. Hatxianan. A few of them do—very few. 

Senator Carenart. A few of them do advertise nationwide ? 

Mr. Hatranan. Yes. 

Senator Carenarr. Mr. Chairman, I would like to place in the 
record a copy of the ad of the Family Savings & Home Loan Asso- 
ciation. 

Senator SparKMAN. Without objection, that will be done. 
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Senator Carenart. And also copies of ads of the Arizona Savings 
& Loan Association of Phoenix, Ariz., and the Commercial Savings 
& Loan Association of Baltimore, Md. 

Senator Sparkman. Without objection, that will be done. 
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DaI_y News, PHOENIX, Ariz., Fripay, JANUARY 10, 1953 


on your savings af 


rane Savings 


@ One million dollars paid 
in dividends in 1957 

@ Savings insured te 
$10,000 by the 
International Guaranty 
and Insurance Co. 

@ Money mailed by 
January 20th earns 
442% from the Ist. 

© Assets over $30 million 

@ Availability of funds . 


Your money is safely 
invested in sound first 
mortgages here in Arizona. 

. The reason we pay more is 
because the rate of interest 
on home mortgages aver- 
ages over a full percentage 


int more than the rate 
in most areas. 

Arizona Savings carries 
large cash-on-hand re- 
serves and undivided 
profits in order to main- 
tain its policv of alwavs 
having your money avail- 
able for immediate with- 
drawal. In addition vour 
account is insured to 
$10,000 by International 
Guaranty & Insurance Co, 
of Tangier, Morocco. 

We invite your investi- 
gation of our policies. 
officers and statement of 
condition — availabie on 
request. 


Send your check TODAY — 


4'2% current rate 
POSTAGE PAID BOTH’ WAY 


Ee 


Dept. 3, 122 N. CENTRAL, . 
PHOENIX, ARIZONA 


Assets over $30 million 





Se 





perannum 





Semt-Annually 


EACH ACCOUNT INSURED 
TO $10,000 


@ Savings Postmarked By 
the $list Earn From 
January Ist. 

@ Withdrawal Requests 
Promptly Honored’ 

®@ State Government 
Supervision 

@ 38 Years of Continuous 
Service—Since 1919 


UTAH SAVINGS 
ONO LOAN ASSOCIATION 
63 NORTH UNIVERSITY AVENUE, 


PROVO. UTAH 


Eee Uhm a 


¥ Utah Savings end Loan Association N 3 
65 North University Avenue 
Prove, Utah 


ClEnctosed ic remittance of be 
2 with which to open my account, 


Cithease cond further detarts, 


ssc ip eainiidie Anaad en 
SATE . Arik kaete 
ananmanmne 
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BUFFALO CouRIER EXPRESS, JANUARY 1, 1958 


| SAVE BY MAIL 


.and Earn More! 


INSURED 
A” yen 
coos (HRI DRS 


SAVE AND EARN MORE 
ON OUR 5% PREPAID 
SAVINGS. CERTIFICATES 
ACCOUNTS OPENED BY 
15th, EARN FROM Ist 


RUS Ue NTL Ces 
Ps eae Tai seen $1 
BALTIMORE, MD 





Mr. Hatxtanan. Most of our institutions—and it would run 98 or 
99 percent—confine their advertisement to their local community. 

Sonata Caprnart. Do you know who the officers are of the Family 
Savings & Home Loan Association ? 

Mr. Hatianan. No; I don’t personally know. 

Senator Carenarr. You have no right to know under your juris- 
diction ? 

Mr. Hatianan. No, sir. 

Senator Carenart. I hand you a statement of one of the associa- 
tions that is insured by the Panamanian company, and ask you how 
that compares in ratio of liabilities to assets, or deposits to liabilities, 
to the average savings and Joan association in the United States? 

Mr. Ropertson. I would say it is not typical. 

Senator Carenart. What isis difference? 

Mr. Harxranan. Well, Senator, the average figures for savings 
and loaa associations which are affiliated with us, usually about 83 per- 
cent of their assets are invested in home mortgages on single-family 
dwellings, about 13 percent of their share capital is invested in cash 
or in United States Government securities; the balance would be in- 
vested in stock in the Federal Home Loan Bank Board or other se- 
eurities which are legal investments for either State or federally 
chartered ‘institutions; and borrowed money averages about 4 percent 
of assets. 

Senator Carrnart. What is the situation with respect to that state- 
ment ? 

oa Hatiawan. I can’t see this print very well, but it would appear 
that 
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Senator Cargnart. They have over $4 million in money borrowed 
from banks. 

Mr. Hatianan. Yes, sir. 

And their loans which I would assume would be mortgage loans 
would be nearly 300 percent of their savings capital. 

Senator Carenart. What is the average savings and loan associa- 
tion percentage in that respect ? 

Mr. Hatianan. The average savings and loan association mort- 
gage loans would be less than its share capital. 

Senator Carenart. What percent ? 

Mr. Hatxanan. Ninety-six percent, I have been informed. 

Senator Carenart. The average is 96 percent, whereas this state- 
ment shows 300 percent; is that it ? 


Mr. Hatnanan. It would appear from this statement that that 
would be the case. 


Senator Carrnarr. Mr. Chairman, are we going to have the FHA 
Administrator, Mr. Mason, to testify as to why he suspended the 
Family Savings & Home Loan Association, Silver Spring, Md., from 
handling FHA mortgages, as shown in this article. 

(The article referred to follows :) 


{Sunday Star, Washington, D. C., June 29, 1958] 
FamiLy Savines SusPenpep As FHA LENDER 


Family Savings & Loan Association of Silver Spring has been suspended as 
= —— mortgagee of the Federal Housing Administration, it was learned 
ast night. 

Along with news of the FHA suspension because of failure of the association 
to supply requested information, it was disclosed that a Senate subcommittee 
will summon officers of the association to a Capitol Hill hearing on July 24 to dis- 
cuss the association’s affairs. 

Both developments came on the heels of an announcement that Representative 
James Roosevelt, Democrat of California, had been named board chairman of the 
nearby Maryland association. 

FHA officials last night disclosed they had conducted an audit of the asso- 
ciation, but decided that further information would be necessary to determine 
whether the association met FHA requirements for an approved lender. 


NO REPLY RECEIVED 


Questions were submitted 2 weeks ago and as there was no reply, FHA Friday 
notified the association it would be suspended until the agency was satisfied that 
requirements were being met, the officials said. 

An approved mortgagee is permitted to buy and sell, originate and serve FHA 
guaranteed mortgages. 

The association has been asked to submit a financial statement and other in- 
formation to the Senate subcommittee. An earlier hearing was called for June 
20, but was postponed at the association’s request. 

Last March Senator Beall, Republican of Maryland, criticized commercial 
insurance and advertising practices of the association in a Senate speech. 


MORE TIME ASKED 


The association replied that Mr. Beall had been misinformed and promised 
to submit a financial statement. Early in May the Senator complained the as- 
sociation had failed to do this. Association officials said more time would be 
Trat Dintrict and Maryland associations, whether federally regulated and in- 
sured or not, distribute regular financial statements on request, Senator Beall 
pointed out. 
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In accepting his election as board chairman of the Maryand association, Rep- 
resentative Roosevelt did not refer to Senator Beall’s criticism of the associa- 
tion, the FHA audit or the approaching Senate investigation. 

“Few savings institutions have grown so impressively and have demonstrated 
such fundamental stability as has the Family Savinfis Association of Mary- 
land,” he said. “I’m proud, therefore to serve its 8,000 members as a member 
of their board of directors.” 

Senator SrarkMAN. We had not scheduled Mr. Mason. Certainly 
first we — to develop the general field. That was our understand- 
ing yesterday. We referred to specific cases merely for the purpose 
of showing typical actions. Later on we could decide on that. 

Senator Carrnart. Are we going to have someone from the Better 
Business Bureau of Baltimore to check into this whole matter, or 
should I put his statement into the record ? 

Senator Sparkman. We had him scheduled, but he wired that he 
would be unable to be here and submitted a statement which I pro- 
pose to place in the record. 

Senator Carenart. Should we put it in here? 

I have one other question. I suggest we recall as a witness at a 
later date the chairman of the btend of the Family Savings & Home 
Loan Association in Maryland, Congressman Roosevelt. He was 
elected chairman of the board of this association 5 weeks ago. 

There are a lot of questions we want to ask him about it. Also we 
request the president and the officers of this organization to appear 
with their statement of the company and also we request the appear- 
ance of the officers of this American Savings & Loan Indemnity Co. 

You remember yesterday Congressman Roosevelt testified—or Mr. 
Cohen, who was with him, his attorney—that both these organizations 
keep their assets at the same address in Silver Spring. I think that 
is a very, very unusual situation, for a bonding company, an insur- 
ance company, to keep its assets with the concern they are insuring. 

So I suggest that we call Mr. Roosevelt, and call the officers of these 
two associations. 

I have read this statement from the Better Business Bureau. You 
will want to put this in the record / 

Senator SparKMAN. At the conclusion of Mr. Robertson’s testimony 
it was my plan to place it in the record in accordance with the re- 
quest of the Better Business Bureau. 

I may say we have other statements also to be submitted for the 
record at the end of the hearings. 

Senator Capenarr. You gentlemen are familiar with savings and 
loan associations. It seems to me the bad aspect of what is uncovered 
here from day to day is the fact that these indemnity companies or 
bonding companies are organized in foreign countries like Morocco 
and Panama. Can you shed any light as to what we ought to do in 
the way of legislation to control such organizations, or should we con- 
trol them ? 

Mr. Rosgertson. I don’t know that I can make any suggestions as 
to legislation. 

The thing that bothers me—bothers us—is that we receive inquiries 
on these commercial insurer corporations, but do not have information 
on which to base a comment. 

Senator Capenarr. Let me ask you this question. You testified 
there are about 1,500 savings and loan associations in the United States 
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which are not identified with your organization. Could they become 
identified with you if they wanted to? 

Mr. Rozertson. Many of them could. 

Senator CareHart. Why couldn’t they all ? 

Mr. Roserrson, I think I should like to have Dr. Husband answer 
that question, because he has been studying that situation longer 
than I. Would you comment ! 

Dr. Husband is the general manager of the Federal Savings and 
Loan Insurance Corporation. 

Dr. Hussanp. The correct figures, Senator, as of December 1, 1957, 
ou have 703 institutions that are members of the Federal home-loan 
ank system but who are not insured. 

Senator Carruartr. Seven hundred what ? 

Dr. Hussanp. Seven hundred and three. 

Senator Carrnartr. Members of what? 

Dr. Huspanp. Federal home-loan bank system that are not insured 

by the Federal Savings and Loan Insurance Corporation. 

Senator Carpgnartr. There are only 703 instead off 1,500 ? 

Dr. Huspanp. No, sir. Then you have 1,738 as of December 31, 
1956—we have no later figures than that—that are neither members 
of the Federal home-loan bank system nor insured. 

Senator Carenarr. Why? Can’t they qualify or can they qualify 
for insurance under your organization ? 

Dr. Husspanp. Suppose we take the more logical one first, the 703 
members of the Federal home-loan bank system not insured. Of the 
703, 577 are located in 6 States. One hundred thirty-four are located 
in Massachusetts where, by a statute of the State itself, until a year 
ago they were prohibited from having Federal insurance, because 
of their own State insurance fund. 

In Pennsylvania there are 199 not insured by us, but members of 
the bank system. The problem there is mainly one of overchartering 
during the twenties. You have 331 associations in the city of Phila- 
delphia. 

Senator Cargnart. Are you saying they can’t qualify because of 
their financial condition ? 

Dr. Huspanp. Because of need. You would have 1 association for 
every 5,800 people in Philadelphia if we insured them. 

Secondly, many of those associations are located in real estate 
offices and those are the problems. 

Senator CApeHartr. Could the Family Savings and Home Loan 
Association in Maryland qualify ? 

Dr. Huspanp. To start with, if the statement that you referred 
to—— 

Senator Capeuart. In other words, why didn’t they come to you 
for their insurance instead of taking insurance with this Panamanian 
company ¢ 

Dr. Hussanp. To the best of my knowledge, they never did come 
tous. I have noawareness of it. 

No. 2, if they had come and if this statement of condition as of 
December 31 is correct, we could not insure it. 

For example, they have borrowed money of $4,500,000 as against 
savings of $2,600,000. The Congress passed a law under which regu- 
lations require that savings and loan associations to be insured—or 








58 SAVINGS AND LOAN INSURANCE 


Federal associations—cannot borrow more than 50 percent of their 
savings. So, right off the bat, you would have that. 

Senator CargHarr. Congress passed that law, and the FSLIC 
passed regulations, that they couldn’t borrow more than 50 percent 
of their savings? What percentage of the savings has this company 
borrowed ? 

Dr. Hussanp. The savings are $2,600,000 and the borrowed money 
is $4,500,000, so it is over 150 percent. 

Senator CarrHartr. Do any of these savings and loan associations 
that are insured by this Moroccan company, the one in Arizona, one 
in Utah, one in Idaho, another in Seattle, and another one in Burley, 
Idaho—could they qualify for insurance under your organization? 

Dr. Huspanp. In 1 instance 1 of those associations did apply and 
on 2 occasions our examiners had to leave because of the records being 
in such deplorable condition. 

In euaee case they had an interlocking directorate with a mort- 
gage company—5 out of the 6 directors. 

king generally, as I have to do, it is doubtful whether, based 
on the facts that have come to our attention, they would qualify for 
insurance. 

Senator CareHart. Do you know of any other way of protecting 
the public in the United States against unsound associations other 
than some sort of legislation such as has been proposed here ? 

Dr. Hussanp. No, sir. I see no escape and I might add that I 
think the Congress is confronted with a very serious problem and, as 
our Chairman said, the time to correct it is in its incipiency, because 

ple’s savings are a trust of the first magnitude, and I think the 
ittle people of this country are entitled to that protection. — 

The greatest deficiency of the private insurer is its weakness in 
supervising and how you can insure without having supervisory 
facilities, I don’t know. 

Senator Capenarrt. I think that a private group of people ought to 
be permitted to organize an insurance company to insure these ac- 
counts if they want todo so. I don’t want to deny them the right, and 
I don’t want to deny them the right to have a savings and loan asso- 
ciation, if it is operated in such a way that the depositors and the 
public are protected. 

Dr. Hussanp. If those insurance companies themselves are subject 
to proper supervisory controls. 

Senator Carenart. There is no reason why they should necessarily 
get their insurance from the Federal Government; is there ? 

Dr. Huspanp. No, sir. 

Senator Carrnarr. But the thing I don’t quite understand is why 
those doing it at the moment have to organize companies in Panama 
and Morocco. 

Dr. Husranp. Doesn’t that indicate, Senator, that the States them- 
selves in addition to the Federal Government question the soundness 
and the propriety of such an arrangement? 

Senator Carrnart. That is what we are trying to find out. That 
is the purpose of these hearings. 

Dr. Husranp. ‘As I understood from the testimony yesterday, efforts 
were made to get private companies to grant such insurance, but there 
was failure to get that done. There must be a reason. 
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Senator Carenart. Congressman Roosevelt testified yesterday. He 
is Chairman of the Board of this savings and loan association in 
Maryland, the Family Savings & Home Loan Association, has been 
for 5 weeks. I don’t know whether he had any experience with that 
association prior to that, or not, but he got into this picture 5 weeks 
ago as chairman of the board. I believe he testified that he owns no 
stock in the company, but he is simply chairman of the board. 

He also has become honorary president of the American Council 
of Independent Savings & Loan Associations. 

Do you know anything about that organization, Mr. Robertson, or 
any of you gentlemen ? 

Mr. Colleen, All that we know is that there has been an effort 
to get it started. 

Senator Carenart. Do you know the purpose of it ? 

Mr. Rosertson. No; I don’t know that. 

Senator Carenart. Mr. Roosevelt testified yesterday, and I would 
like, Mr. Chairman, to place this in the record. I don’t know that he 
testified on this or not. I was handed this information. I believe he 
testified yesterday on this. 

He did not testify to it, but it was handed to me. I believe it was 
given to the press. It says—it has stamped here on the corner “the 
American Council of Independent Savings & Loan Associations, 
1010 Vermont Avenue, Washington, D. C. Telephone: Sterling 
3-0660.” 

It says: “Remarks made by Hon. James Roosevelt, honorary presi- 
dent, the American Council of Independent Savings & Loan Asso- 
ciations before the Senate Subcommittee on Housing, July 24, 1958.” 

It has two parts. One is marked “Part 1” and the other is marked 
“Part 2.” 

In these two statements he makes very, very severe criticisms of 
many people in the United States. If these accusations that he makes 
are true, I think we ought, Mr. Chairman, to go into them. He makes 
the accusation that among other things, the Federal Government is 
trying to monopolize the whole savings and loan association business 
in the United States, and other accusations. I would like to place this 
in the record. 

Senator SparKMAN. It ought to be remembered that he denied one 
of them and said he did not release it. I am not sure whether the press 
got it or not. 

He said it was an earlier statement and the second statement re- 
placed it. 

You may recall that was his testimony. 

Senator Capenart. It was attached to what was handed to me. I 
didn’t know that Mr. Roosevelt was going to be a witness yesterday 
until I arrived at the committee hearing. I didn’t know he had any 
connection with this. 

Senator Sparkman. I have no objection to placing it in the record. 
T think it ought to be connected up with his testimony. 

Senator Carenart. Let me read what was attached to this. I sup- 
pose it was attached to the others. This likewise is headed : 

Remarks made by Hon. James Roosevelt, honorary president, the American 


Council of Independent Savings & Loan Associations before the Senate Sub- 
committee on Housing, July 24, 1958. 
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Introduction: Mr. Chairman, and gentlemen of this subcommittee, I wish to 
enter an appearance before you in my capacity as honorary president and rep- 
resentative of the American Council of Independent Savings & Loan Associa- 
tions. I have invited Mr. Sherman 8. Cohen, a member of the bar of the Dis- 
trict of Columbia, and one of the attorneys for this council, to serve me as legal 
counsel at this hearing. 

Mr. Cohen sat alongside him. 

This statement goes on : 

I propose to enter no appearance in my capacity as chairman of the board of 
directors of “The Family Savings Association” of Maryland, and I have ad- 
vised the officers of our association, in particular, Mr. John G. Persian, our 
president, not to furnish testimony on Senate bills 3698 and 4116 for the reason 
that our association is not directly affected by these bills. To be explicitly 
clear, since the subject matters of this hearing are the bills in question, our 
association has no special evidence for this legislative purpose. I am here on 
behalf of the American Council of Independent Savings & Loan Associations, and 
Mr. Cohen is here as my counsel. 

That was attached to the documents. Now there seems to be con- 
siderable mystery in regard to this. Evidently Mr. Roosevelt had 
two statements here, one that he was going to use under certain cir- 
cumstances, and another one that he was going to use under some other 
circumstances. 

That is one of the reasons I suggest we call him back as a witness. 
It seems to me this legislation, whether we should or should not pass 
it, revolves around these indemnity or bonding companies which are 
insuring these accounts. It seems to me that we have to have more in- 
formation, that we must call as witnesses the officers of this Moroccan 
and this Panamanian company, and the officers of these associations, 
otherwise, or we won’t get much information. 

Also, I think the Home Loan Bank Board ought to have a chance to 
study—and others: the United States Savings & Loan League, the 
people in the savings and loan business in the United States ought 
to have a chance to study—these accusations made by Congressman 
Roosevelt and they ought to be given an opportunity to answer them. 
Because, if they are true, it is quite a serious thing. 

And since Mr. Roosevelt is admitting that he was getting $6,000 
from this Maryland association, acting as the chairman of its board, 
without any stock ownership, I think he owes a further explanation 
of his accusations here. 

What widespread distribution these accusations have had, I do not 
know, but I think we ought to place them in the record. I think the 
Federal Home Loan Bank Board ought to study them. We ought to 
find out whether there is any truth in them or not. I think maybe 
before we get through here, we will require a full-scale study or in- 
vestigation of this whole subject matter as a result of Congressman 
Roosevelt’s accusations and his connection with one of these companies, 
and his admission that he is being paid by them. 

T ask unanimous consent to have this placed in the record. 

Senator Sparkman. I have no objection to placing them in the 
record. I do believe we ought to stay on the track on this thing. It 
was agreed yesterday, and stated, that our purpose was not to try 
to indict any particular outfit or company, but to examine generally 
the whole field in order to determine the need for legislation. 

I will say this. I have a rather strong feeling that we may want 
to go much more deeply into this whole subject. I am interested in 
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all of those 2,414 savings and loan associations, most of which, I pre- 
sume, are very small—I should think that most of them Would be 
small associations—that are outside the coverage of the Federal Sav- 
ings and Loan Insurance Corporation. I should like to find out how 
their. depositors are protected. 

I am, of course, concerned with the question of using the mails to 
promote schemes that may be unsound, but I am even more concerned 
with the security of the savings placed in these associations by people 
trusting in them. The basic question is: are the savers, the customers 
themselves, adequately protected ? 

So it seems to me it covers a broad field. 

I must say that I think there is a conflict, that has been pointed out 
by Mr. Robertson in his statement, involving a constitutional question. 

For instance, those small savings and loan associations in Phila- 
delphia, which Dr. Husband said would be in a ratio of 1 for every 
5,800 persons. 

Dr. Huspanp. Yes. 

Senator SparKMAN. Many of those are quite old, I imagine. 

Dr. Huspanp. Yes, sir. 

Senator SpaRKMAN. As a matter of fact, the savings and loan asso- 
ciation idea really started in Philadelphia, didn’t it? In the days 
of Benjamin Franklin ? 

Dr. Huspanp. That is correct. 

Senator SpaRKMAN. Some of them go back that far. 

Dr. Huspanp. A lot of them came in in the twenties, Senator. 

Senator SparKMAN. I am sure that is true. 

I think there is a tremendous responsibility upon the individual 
States. As long as a State wants to set up a system of savings and 
loan associations in that State, I think it has a perfect right to do so, 
and we have no right to say they cannot. I do not think we have that 
right constitutionally. 

I think we do have the right to study the situation as it prevails 
and point it up, but if the States still want their own systems, it is not 
for us to question them. 

For instance, I cannot understand the State of Maryland having 
no regulation to control—I believe that was testified to yesterday— 
savings and loan associations. But that is a matter for the State of 
Maryland to decide, not for us. 

We can handle the question of using the mails for advertising or 
soliciting or doing whatever they may do. But if we try to go within 
the State and say what can or cannot be done there, to me that is some- 
thing we do not have the power to do, and I think we ought to stay 
out of that. 

Furthermore, I think we ought to keep in mind what Mr. Robert- 
son pointed out in the letter that was sent to the committee in refer- 
ence to the first bill that was introduced. He pointed out then there 
was a very serious consitutional question involved, and I think he is 
right. ; : 

I think we ought to keep our feet on the ground and examine this 
matter in its overall implications. Of course, I am concerned with 
a company organized in Panama or Morocco; I am concerned with a 
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company that is organized in the United States; if it is seeking to 
insure these deposits. 

_ I can remember from my own practice of law the difficulty of get- 
ting legal process over a oa that is not qualified under the 
State laws of that ene tate to do business. It would seem 
to me that every State should have a law that would uire the 
qualifying within that State, but it may be some of them do not. 

We are interested in those things, but we can’t tell the States they 
must change their laws. 

Senator Carenart. I agree with the Senator. What we have un- 
covered here so far, which we do have jurisdiction over and have a 
responsibility to the people of the United States for, is the fact that 
in the case of the two foreign companies that are insuring savings 
accounts for savings and loan associations, one the Panamanian and 
the other the Moroccan company, the States have no way of control- 
ling those foreign corporations. 

Senator Sparkman. Yes, they do; so far as doing business within 
their borders is concerned. 

That is the point. It is not a matter of concern to us, except in- 
terest, whether a company is organized in Panama or Morocco, South 
Carolina, or Maryland. 

The individual States have the right to say under what conditions 
that company can do business within the borders of that State, and 
that is the point I am trying to make. 

Senator Carenart. I agree with that. But we have the right, of 
course, when these savings and loan institutions are insured by these 
companies and they start advertising internationally and nationally, 
to intervene. 

Senator Sparkman. Yes. Insofar as they use the mails or use 
the functions of the Federal Government, that is right. 

Senator Caprnart. Then we have another responsibility here, I 
think, to follow through on these accusations made by Congressman 
Roosevelt. I want to go so far as to say that I think we have another 
responsibility, and that is for a Congressman appearing before a 
committee and admitting that he is taking money from a client and 
only became identified with them 5 weeks ago, after they had_ been 
suspended by FHA, after they had been investigated by the Better 
Business Bureau, and after this legislation had been introduced. 

I think we ought to get into that because we have been hearing a 
lot ahout ethics here, ethics in business, in connection with Mr. Adams 
and Mr. Goldfine. Now we have a case where a Congressman himself 
openly admits that he is being paid $6,000 and is not a stockholder and 
that he is interested in this proposition. 

I think we, as Members of the Congress and the Senate, owe it to 
check into that matter and see how much farther, if any, it goes. I 
am not saying that it does. To see what is behind a situation of that 
What is good for the goose ought to be good for the gander. 

Senator SearKman. I think it is. : 

Senator Capenart. Those are all the questions I have. 

Senator Sparkman. Mr. Robertson. ; 

Mr. Rosrrtson. In connection with some of the testimony yester- 
day. Mr. Dixon has assembled more information which he thinks 


might be interesting to the committee. 
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juenetr SparKMAN. Fine. We will be glad to hear from you, Mr. 
ixon. 

Mr. Drxon. There was considerable testimony regarding the entire 
matter of the small association. I wanted to point out that 71 asso- 
ciations with less than $500,000 in assets are insured by the Federal 
Savings and Loan Insurance Corporation; 202 with assets between 
$500,000 to $1 million; and 732 with assets of $1 million to $214 
million. 

Then, conversely, it was indicated that all of the large associations 
were conspiring to put the little ones out of business. I just want to 
put these figures in the record. There are a number of others that 
would be almost as impressive. 

We have one association in Oregon of $70 million in assets. We 
have one in Pennsylvania with $61 million in assets that are not in- 
sured. There is one in Kentucky with $45 million that is not insured. 
There is one in Ohio with $40 million not insured. 

Senator SparkMAn. That would be insured by the Ohio fund, I 
presume. 

Mr. Dixon. I don’t think so. It is not insured. 

Senator SparkMan. Not insured at all ? 

Mr. Dixon. Not insured. 

T just wanted to get that in the record because I think it does prob- 
ably have a bearing on the trend of yesterday’s testimony. 

Senator SparKMAN. These large ones that you mentioned that 
are not insured are not members of the Federal Home Loan Bank 
System ? 

Mr. Drxon. Some of them are. I am not sure as to all of them. 

Senator Sparkman. Is it your opinion that they are adequately pro- 
tected through their management and fiscal structure, and so forth, 
without insurance ? 

Mr. Drxon. I wouldn’t want to venture an opinion. 

Senator SpaRKMAN. You wouldn’t want to pass on that? 

Mr. Drxon. But I would say that of associations that have that 
amount of assets, the people in the community must have confidence in 
them. I think, in general, the people who invest in them know that 
they are not insured. 

Senator SparKMAn. In other words, you would say that the mere 
fact of not being insured does not necessarily impair the standing of 
the association. 

Mr. Drxon. It does not mean that they are not absolutely sound. 
Also I am sure you will find out of the others that are comparatively 
smal] but uninsured you will find a great preponderance that are 
absolutely sound and as safe possibly as some of the insured ones. 

Senator SparkMaANn. It is largely a matter of management and con- 
fidence ; is that right ? 

Mr. Drxon. That is right. Although there is no question but what 
the insurance of accounts, both in banks and in savings and loan asso- 
ciations has inspired confidence. 

Senator Carenart. They can be members of the Home Loan Bank 
System and not carry your insurance ? 

Mr. Drxon. Yes. One reason for that which was not brought out, 
the bank system was established about 2 years before the Savings and 
Loan Insurance Corporation, and many of them became members dur- 
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ing that period in order to have credit facilities in case they should 
run into trouble and just have never cared to be insured. 

Senator Sparkman. Yes. Thank you. That is a very helpful 
statement. 

Senator Carenart. I want to say that I don’t think it is necessary 
for them to be insured either by the Federal Government or by a com- 
mercial organization. They can be sound without that. I don’t think 
this committee is taking that position at all. 

Senator Sparkman. No. 

Senator Carenart. I don’t think we are taking the position that 
they should insure themselves. That is their business, not ours. But 
it becomes our business when they advertise internationally and na- 
tionally that they are insured. 

I think under those circumstances somebody has to know something 
about the insurance company that is insuring them. 

Senator SparkMANn. Thank you very ie, entlemen. 

Without objection, there will be placed in the record at this point a 
statement given by the Better Business Bureau of Baltimore, a release 
from the National Better Business Bureau, and the statements of Con- 
gressman Roosevelt, offered by Senator Capehart. 

(The statements referred to follow :) 


STATEMENT OF BETTER BUSINESS BUREAU OF BALTIMORE, INC. 


The Better Business Bureau of Baltimore, Inc., was requested to appear at 
a hearing on S. 3698, by Mr. Jack Carter, staff director of the subcommittee of 
the Committee on Banking and Currency. It was explained to Mr. Carter that 
it was not the policy of the Better Business Bureau to recommend or endorse 
legislation. Mr. Carter stated that the committee would like to have informa- 
tion available in the bureau files relative to the Family Savings Association and 
the American Savings & Loan Indemnity Co., Inc. 

The American Savings & Loan Indemnity Co., Inc., was first brought to the 
attention of the Better Business Bureau of Baltimore on December 2, 1957, 
when we received an inquiry concerning it. Our inquirer was interested in de- 
positing funds in the Family Savings & Home Lwan Association, Inc., and had 
in his possession literature wherein the Savings & Loan Association indicated its 
savings share accounts were “commercially insured up to $10,000” by the Ameri- 
ean Indemnity Co., Inc. Included among the material held by the inquirer was 
a pamphlet entitled “Questions and Answers About Commercial Insurance of 
Savings—Shares Accounts” issued by the American Indemnity Co., Ine., which 
listed officers at 115 Leadenhall Street, London, EB. C. 3, England; 133 Richmond 
Street West, Toronto 1, Canada, and 33 Central Avenue, Republic of Panama. 
It also indicated that the general counsel of the American Indemnity Co., Inc., 
was IL, I. Bolotin, Esq., 1010 Vermont Avenue NW., Washington, D. C. 

Noting the Toronto address, we wrote to the Toronto Better Business Bureau 
on December 6, 1957, requesting any information they might have available con- 
cerning the American Indemnity Co., Inc., and particularly we requested they 
determine the nature of the agreement between the indemnity company and 
the savings and loan association on behalf of its depositors. 

On December 11, 1957, the Toronto Better Business Bureau replied to our 
inquiry and said that the Toronto address with which we had provided them was 
an eight story office building containing many offices but that the telephone and 
city directories did not list an American. Indemnity Co., Inc. The Toronto 
Bureau further indicated that the Ontario Department of Insurance had advised 
them that no such company was licensed to operate in Ontario. 

Upon receipt of the letter from the Toronto Bureau, Mr. Joseph J. Murnane, 
assistant manager of the Baltimore Better Business Bureau, telephoned the 
Baltimore office of the Family Savings & Home Loan Association and spoke with 
a Mr, Donald F, Quinn, the secretary-treasurer of the Family Savings & Home 
Loan Association, and advised him of the situation. Mr. Quinn suggested that 
Mr. Murnane direct a letter to Mr. I. I. Bolotin, 1010 Vermont Avenue NW., 
Washington 5, D. C., and said that Mr. Bolotin was in possession of sufficient 
information to supply this bureau so that a factual report might be developed. 
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Mr. Quinn also informed the bureau that the address in Toronto was that of an 
agent, a Mr. James Lawson, and that the American Indemnity Co., Inc., was in 
the process of obtaining licenses in several States in the United States, although 
Maryland was no to be included in that group. The reasons, he said, were that 
if the firm were licensed in Maryland, it would be required to offer its insurance 
facilities to all of those savings and loan associations so requesting it. 

Pursuant to Mr. Quinn’s suggestion, on December 26, 1957, the bureau wrote 
Mr. Bolotin at the Vermont Avenue address, pointing out that we received many 
inquiries concerning the Family Savings & Home Loan Association and that 
many of our inquiries were interested in the representation that the associa- 
tion was “commercially insured up to $10,000.” We also asked that Mr. Bolotin 
supply us with any information as to the nature of the protection afforded 
depositors as well as any background information which would tend to make 
our report both complete and accurate. 

Not hearing from Mr. Bolotin, we wrote him again on January 13, 1958, point- 
ing out we had received several more inquiries from individuals contemplating 
investing in the Savings & Loan Association, all of whom indicated interest in the 
term “commercially insured up to $10,000.” 

By letter dated January 14, 1958, but postmarked January 18, 1958, in 
Toronto, Ontario, Canada, a Mr. H. Bleicher, identifying himself as the secretary 
of the insurance company, replied to our previous inquiries, saying that our 
letter of December 26, 1957, had been forwarded to the company for an answer. 
Mr. Bleicher pointed out that the Family Savings & Home Loan Association 
had been insured by the American Indemnity Co., Inc., since October 1956. He 
reported that the company was a stock company, incorporated under the laws 
of the Republic of Panama with an original capitalization of $1 million. 

Mr. Bleicher went on to say the assets of the company were in excess of $4 
million and the name of the company had been officially changed by an amend- 
ment of the charter from the American Indemnity Co., Inc., to the American 
Savings & Loan Indemnity Co., Inc., on October 4, 1957. 

He enclosed a specimen copy of the insurance agreement which contained those 
clauses describing the protection afforded the savings share accounts of members 
of the association, saying specifically that each savings account is commercially 
insured up to $10,000. 

Mr. Bleicher pointed out that the firm was not licensed in any of the United 
States but applications were pending in several States and when proper licensing 
was fully accomplished, the offices of the organization would be moved to the 
United States. He stated that if we required any additional information, we 
should contact him further. 

Pursuant to that suggestion, on January 29, 1958, the Bureau wrote Mr. 
Bleicher pointing out that we had inadvertently neglected to request a copy of 
the last financial statement of the American Savings & Loan Indemnity Co., 
Inc. However, we have not received a reply to that letter. 

Further activity on the part of the Baltimore Bureau took place on January 
27, 1958, when a representative of our office wrote to Mr. John A. Coppage, the 
Deputy Insurance Commissioner for the State of Maryland, 34 Hopkins Place, 
Baltimore 1, Md., asking whether or not the American Savings & Loan Indemnity 
Co., Inec., was licensed to do business in this State. 

Mr. Coppage, in a letter dated January 29, 1958, replied that he had been unable 
to determine the existence of an insurer by that name and whether or not it had 
any assets for the protection of its policyholders. He went on to say that as 
far as he was able to determine, the firm was not then licensed to do business 
in any State of the United States and wag not subject to the jurisdiction of the 
Federal court or the courts of any State. 

On April 17, 1958, Mr. Joseph J. Murnane, assistant manager of the Better 
Business Bureau of Baltimore, Inc., wrote to Mr. Donald F. Quinn, secretary- 
treasurer of the Family Savings Association, 640 Frederick Road, Baltimore, 
Md., as follows: “You will recall our recent conversation in which we discussed 
the fact that the American Savings & Loan Indemnity Co., Inc., was now licensed 
by the State of Delaware. At that time you indicated you would send this office 
certain material dealing with the present status of the insurance company so that 
our file might be both complete and up to date. 

“In looking through our file I do not seem to have received any such informa- 
tion and I would appreciate it if you would send it so that further inquiries 
might be fully and thoroughly answered. 

“Thank you for your cooperation in this and other matters.” 

On April 22, 1958, Mr. Donald F. Quinn, secretary-treasurer of the Family 


Savings Association, wrote to Mr. Joseph J. Murnane as follows : 
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“Your letter of April 17 was appreciated and our apologies for not sending 
your literature to you before now. 

“The new brochures of the American Savings & Loan Indemnity Co. are now 
being printed and we expect them momentarily. 

“We are enclosing a copy of the certificate of qualification of the company in 
oe rms of Delaware. As soon as the brochures are available I will forward you 

upply.” 

The Better Business Bureau of Baltimore, Inc., has no record of receiving a 
copy of the brochure referred to in Mr. Quinn’s letter of April 22. 

On June 16, 1958, Mr. Allan E: Backman, executive vice president of the Na- 
tional Better Business Bureau, Chrysler Building, New York 17, N. Y., wrote 
to Mr. Joseph J. Murnane as follows: 

“Enclosed is a copy of the letter which we addressed, under date of February 
11, 1958, to the American Savings & Loan Indemnity Co. requesting a financial 
statement and the names of officers and directors, among other information. 
We have never received a reply to this letter. 

“However, on April 1, 1958, John Persian, as executive director of the Ameri- 
can Council of Independent Savings and Loan Associations (same Washington 
address as that of the subject) wrote to the Association of Better Business 
Bureaus reporting that American Savings & Loan Indemnity Co. had received a 
certificate of qualification from the Commissioner of Insurance for the State of 
Delaware. Mr. Persian’s letter concluded with the following statement: 

“ ‘Tf there is any additional information you wish, please contact me.’ 

“We therefore wrote a letter to Mr. Persian asking for further information 
about the American Savings & Loan Indemnity Co. Copy of this letter, dated 
April 17, 1958, is also attached. We have received no reply or acknowledgment. 

“I believe you have everything else that we have on the subject company. 
Please feel quite free to use any of this information at the hearing before Senator 
Beall’s committee.” 


NATIONAL BETTER BUSINESS BUREAU, INO. 
New York 17, N. Y. 
ADVERTISING OF “COMMERCIALLY INSURED” SAVINGS AND LOAN ACCOUNTS 
Media Again Urged to Get the Facts Before Accepting Copy 


Since 1934, when the Federal Savings and Loan Insurance Corporation was 
created by an Act of Congress, such phrases as “insured savings accounts,” 
“insured associations,” and “insured up to $10,000,” as employed in savings and 
loan advertising, have been associated almost exclusively with the insurance 
of savings accounts by that instrumentality of the United States Government. 
In two States, accounts in certain institutions are guaranteed in full by funds* 
created under State laws, but the members of these funds are not known to ad- 
vertise outside the areas they serve and therefore present no problem for media 
nationally. 

A problem has been created by the recent entry into this specialized insurance 
field of certain private corporations purporting to offer protection equivalent to 
that which, for more than two decades, has been provided by the FSLIC. During 
the past several months, a number of savings and loan asociations, carrying no 
insurance of accounts by any Government instrumentality, have employed ad- 
vertising featuring the claims “insured savings” and “insured savings accounts.” 
In many cases, the copy has subordinately revealed that accounts are “insured 
to $10,000” or “commercially insured to $10,000,” but rarely has the name and lo- 
cation of the insurance company been disclosed. Investigation has revealed that 
the three most active of these private corporations are of foreign origin. The 
International Guaranty & Insurance Co. and the Federated Swiss Insurance 
Underwriters, Inc., have home offices in Tangier, Morocco. The American Sav- 
ings & Loan Indemnity Co., Inc. is domiciled in the city of Panama, Republic 
of Panama. 





21In Massachusetts, accounts in all cooperative banks, as State-chartered savings and 
loan associations are known in that Commonwealth, are insured in full, under State law, 
Ud the Massachusetts Share Insurance Fund, administered by the Cooperative Central Bank. 

stablished in 1932, the Cooperative Central Bank is wholly owned by the cooperative banks 
of Massachusetts. In Ohio, since January 1957, some State-chartered building and loan 
associations have become members of a ne mutual Ohio corporation known as the 
Ohio Deposit Guarantee Fund, started in cember 1956 to guarantee, in full, the savings 


deposits of fund members. Owned by its members, this fund is not connected with the 
State government. 


ee 


1 A ME PE 


nee ERED pNONEAOR AES Ia 


CT 








ae eS 


oo ee NRRL TLS ND 


SAVINGS AND LOAN INSURANCE 67 


Much of the advertising by savings and loan associations thus “commercially 
insured” has appeared in media circulated in areas remote from the location of 
the advertiser. In most cases, the copy also features dividend rates ranging 
from 41% to 5 percent—rates substantially in excess of those which Savings and 
loan associations situated in the area where the advertising appears could pru- 
dently pay. Each of the associations known to be so advertising is a State- 


chartered institution. None is a member of a Federal home loan bank, according 
to that agency. 


FINANCIAL ADVERTISING COMMITTEE URGED CAUTION 


On February 20, 1958, the committee on financial advertising of the Associa- 
tion of Better Business Bureaus issued a special statement to all daily news- 
papers, radio and television stations in the United States, expressing its deep 
concern over this advertising. The committee urgently recommended to media 
that, in the interest of their readers, listeners, and viewers, accounts described 
as “commercially insured” be thoroughly investigated before acceptance of the 
copy. The following developments since that date have more than justified this 
plea that media self-police all such copy offered to them: 

On March 31, United States Senator J. Glenn Beall of Maryland asked the 
Senate Banking Committee to make an investigation of the Family Savings & 
Loan Association, Baltimore, Md., and its insurer, the American Savings & Loan 
Indemnity Co. In Maryland there is no State agency charged with the super- 
vision of savings and loan associations. Senator Beall renewed his plea for a 
Senate investigation on April 21, suggesting that it be broadened to include other 
private insurers. 

On April 3, a court order was issued appointing California Insurance Com- 
missioner F. Britton McConnell as conservator of the assets of the International 
Guaranty & Insurance Co., including a stated $1.1 million trust fund. The in- 
surance department charged this Moroccan-domiciled insurer with operating in 
California without a license and failing to post a required deposit with Com- 
missioner McConnell to safeguard policyholders and creditors. 

On April 15, a Federal grand jury in Baltimore commenced an investigation 
of the use of the mails by the Commercial Savings & Loan Association. Ac- 
counts in this company, which advertised a return of 5 percent in areas far 
removed from its Maryland offices, are “commercially insured” by International 
Guaranty & Insurance Co. 

Also on April 15, New York Attorney General Louis J. Lefkowitz issued a public 
warning about out-of-New York State savings and loan associations, not in- 
sured by the FSLIC, advertising high rates of return on insured savings. Certifi- 
cates offered by these advertisers, some of which he described as insured by 
“private insurers not subject to regulation by any Federal or State agency,” 
constitute securties subject to the New York State securities fraud law, the 
attorney general said. 

On April 18, a ruling by Illinois Attorney General Latham Castle that com- 
mercial insurance companies cannot insure accounts of Illinois savings and loan 
associations was announced. The ruling followed disclosure by the City Savings 
Association of Chicago that it had obtained a $25 million policy from the Inter- 
national Guaranty & Insurance Co. after the association’s application for insur- 
ance of its accounts by FSLIC had been rejected by that agency. 


NEED FOR INVESTIGATION EMPHASIZED 


These events and other information developed justify the National Better 
Business Bureau in recommending more strongly than ever that mediums, offered 
advertising of savings and loan accounts described as “commercially insured,” 
get all the facts before accepting the copy. Government investigators found 
that those responding to the twin lure of high returns and insured safety, featured 
in the advertising of one such association, were primarily priests, ministers, 
schoolteachers and other persons of limited means who had opened accounts 
averaging $1,000 apiece. To protect the savings of such individuals from possible 
loss, it would appear that mediums have ample justification to demand convincing 
proof that representations stating or implying insured safety rest on a solid 
foundation of fact. 5 

A financial statement, unless audited by supervisory insurance authorities or 
some other independent source of unquestioned integrity, may not provide a 
satisfactory answer to this question. This is particularly true of foreign insur- 
ance companies which may have a large portion of their assets in securities 
or property located outside of the United States. Requests for a financial state- 
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ment addressed to the American Savings & Loan Indemnity Co. and affiliated 
groups by the National Better Business Bureau and other sources have elicited 
no response. Federated Swiss Insurance Underwiters, Inc. (insurer of accounts 
in Alaska Savings & Loan Association, Ketchikan, Alaska, and Inter-American 
Savings & Loan Association, Panama) and International Guaranty & Insurance 
Co. have circulated financial statements showing total assets in excess of $1,300,- 
000 and $3,600,000, respectively. However, there is no indication that either state- 
ment has been subject to independent audit. 

The financial statement of International Guaranty & Insurance Co. shows 
stocks of a value said to exceed $1 million which, according to the company, 
“are foreign ones and are home office assets.” However, this company has placed 
much emphasis on a United States Trust Fund, stated to exceed $1,100,000 on 
deposit with a San Francisco bank “for the benefit of United States policy- 
holders and creditors.” As will be noted hereinafter, some of the components 
of this trust are not the normal type of investment that is held by insurance 
companies. 

On March 25, the California Insurance Department stated that it had seen 
International brochures “setting forth the condition of the company in 1957,” 
but added: 

“Such brochures, however, are not certified and our insurance examiners are 
unable to make an analysis of the financial condition of the company because of 
the limited and general information contained in such brochures.” 


CONFUSING TERMINOLOGY 


Similarity in some commercially insured association advertising, to procedures, 
emblems, and phrases which, in the past, have been employed exclusively by 
FSLIC-insured associations may have the capacity to cause some who encounter 
the claims to confuse the commercial insurance with that provided by FSLIC. 
Asked before a House Banking and Currency Committee whether he thought that 
such advertisements tend to mislead the public, Albert J. Robertson, chairman 
of the Federal Home Loan Bank Board expressed the opinion that they do. 

It has been suggested that all advertisements containing reference to insurance 
of accounts should also include the name of the insuring corporation and its 
home office address. Such advertising disclosure is commendable and would 
minimize the likelihood of confusion or deception, but a far greater consideration 
for the determination of media is the ability of the insurer to meet the obliga- 
tions represented or implied to the public if the need should arise. Inquiries to 
NBBB indicate that advertising of commercially insured associations has had 
the capacity to create the impression that the advertised insurance, if not the 
same as insurance provided by the Federal Savings and Loan Insurance Corpora- 
tion, is at least equivalent to FSLIC insurance. That such should be the case 
is quite understandable because if insured savings and insured savings accounts 
do not mean the safety of the accounts is guaranteed by the insurer, then the 
phrases are meaningless. 

A cardinal principle of insurance is spreading the risk actuarially among 
enough policyholders that no single loss or series of losses within a given period 
can be expected to impair an insurance corporation’s assets beyond its capacity 
to meet its contractual obligations. 

The Federal Savings and Loan Insurance Corporation insures the accounts 
of approximately 3700 associations, nationwide, with assets approximating 
$441 billion. 

According to California authorities, International Guaranty & Insurance Co. 
has written insurance totaling $175 million on 6 associations as follows: Arizona 
Savings & Loan Association, of Phoenix; City Savings Association, of Chicago ; 
Commercial Savings & Loan Association, of Baltimore; Idaho Savings & Loan 
Association, of Twin Falls; Security Savings Institute, Inc., of Seattle; and 
Utah Savings & Loan Association, of Provo. 

In the case of Federated Swiss Insurance Underwriters, Inc. and American 
Savings & Loan Indemnity Co., the number of savings and loan associations 
known to NBBB to be insured is 2 and 1, respectively. These figures are not 
offered as necessarily complete but rather as a starting point for possible further 
investigation since information presently available to the Bureau on these two 
foreign companies is sketchy. 
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SUPERVISION BY AUTHORITIES 


In his warning about out-of-State savings and loan associations, not insured 
by FSLIC, offering “returns in excess of 4 percent,” and claiming that accounts 
are “insured,” New York Attorney General Lefkowitz stated that it is “extremely 
important” that the following, among other, inquiries be made: 

“Is the insurer subject to regulation of any Federal or State agency? 

“Does the insurer keep a large amount of assets outside the United States, 
‘making a suit for recovery difficult’ ?” 

None of the companies offering commercial insurance of savings accounts 
is subject to supervision by any Federal agency. 

International Guaranty & Insurance Co. is not licensed by the insurance de- 
partment of any State in the United States. The company has contended that 
it operates under the surplus line brokerage laws of the 48 States and that 
licensing is unnecessary. On March 8, the company advised that it had been 
placed on an “approved nonadmitted carrier” list under Illinois law but authori- 
ties in that State have since notified the company’s Lllinois office to cease writing 
any insurance business pending the outcome of the proceedings in California. 

This Tangier company’s financial statement as of December 31, 1957, stated 
total assets of $3,616,890.15. Included, as of January 31, 1958, was a United 
States Trust Fund represented as containing assets on deposit with a San Fran- 
cisco bank in the amount of $1,171,427.64. 

California authorities subsequently reported that their preliminary audit of 
the trust fund confirmed the existence of assets having a face value of more 
than $1,100,000 but disclosed that $600,000 was in second mortgages, the value 
of which, accordingly to Assistant Attorney General Harold Haas, was “any- 
body’s guess.” The California auditors found only $46,000 in cash, a $300,000 
first mortgage on a property in Chicago, and a note for $80,000 on a vast tract 
of Nevada desert land. The second mortgages, it was reported, were on prop- 
erties in Cook County, IIL, the first mortgages on which are held by three Chi- 
cago savings and loan associations which had been closed by the State of Illinois 
during the summer of 1957. One of them, City Savings Association of Chicago, 
was later permitted to reopen and, as previously reported, claims to have ob- 
tained insurance of its accounts by International. 

On March 1, 1958, the American Savings & Loan Indemnity Co., Inc., was 
licensed to transact the business of casualty and surety insurance within the 
State of Delaware and it has on deposit with the Delaware Insurance Depart- 
ment Government bonds in the face amount of $120,000. The company is not 
licensed in the State of Maryland where it insures accounts, reported to exceed 
$2,600,000 in the Family Savings & Loan Association of Baltimore nor does it 
have any funds on deposit with the Maryland Insurance Department. NBBB 
has received no reply to requests which it has addressed to this insurance com- 
pany for additional financial or other details pertaining to its operation. 

In such material as has come to its attention with respect to Federated Swiss 
Insurance Underwriters, Inc., NBBB has seen no indication that this company 
is licensed to conduct an insurance business in any State in the United States 
or that it maintains any funds with State insurance departments or otherwise. 

Parenthetically, the Federal Savings and Loan Insurance Corporation has total 
assets of $286 million and, at its option, may borrow from the United States 
Treasury up to $750 million should the need arise. 


COST OF INSURANCE 


Finally, media may wish to ask savings and loan associations advertising com- 
mercial insurance why they choose to insure their accounts with private, foreign 
corporations rather than with the FSLIC which insures associations represent- 
ing 92 percent of the total assets of the Nation’s savings and loan business. 
What are the advantages in this procedure either from the standpoint of indi- 
vidual savers or the associations insured? Whatever the reasons, economy is 
apparently not among them. 

In all cases, the premium for insurance, whether Government or private, is 
paid by the insured association with no direct cost to the individual. However, 
since the premium must be paid out of an association’s earnings, it can be said 
to represent an indirect cost to the individual, reflected either in a diminution 
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of the surplus created for the protection of his account or a reduction of the 
dividend rate which migh otherwise be paid. 

The cost of FSLIC insurance is minimal, the annual premium being fixed by 
the law at one twelfth of 1 percent of the amount of the insured accounts. The 
same rate prevails in the case of the Massachusetts Share Insurance Fund. 

The cost of insuranee by American Savings & Loan Indemnity Co. of Panama 
for the first year is reported to be one fourth of 1 percent of all insured accounts 
and cerditor obligations, payable monthly on an adjusted basis. For subsequent 
years, “* * * the insurer reserves the right to establish a new premium rate 
* * *” According to literature used by the International Guaranty & Insurance 
Co. of Tangier, its rates are apparently quoted only after submission of: 
“* * * a detailed balance sheet including an analysis of investments and * * * 
of its loan portfolio * * *.” However, City Savings Association is reported to 
have paid International $125,000 for a $25 million insurance policy, representing 
a cost of one half of 1 percent. On the basis of the foregoing reports, it would 
appear that rates charged by the Panamanian and North African companies have 
been 300 percent and 600 percent respectively, those charged for FSLIC insurance. 


RECOMMENDATION 


It is not the intention of the National Better Business Bureau to imply that 
any or all private insurance companies, now offering insurance of savings and 
loan accounts, or which may enter this field in the future, will or will not be 
eapable of meeting contractual obligations which they may assume should the 
need arise in the future. 

The contents of this bulletin are presented for the sole purpose of indicating 
the need for full information about commercially insured savings and loan 
advertising and to suggest specific areas which should be explored. On this 
basis, NBBB recommends—“that media thoroughly investigate advertising of 
accounts in savings and loan associations represented as commercially insured 
or otherwise insured by private companies, before accepting such copy.” 

NBBB will be pleased to assist media in developing the facts about any such 
association, and/or its insurer, offering such copy interstate.. 


REMARKS MADE BY HON, JAMES ROOSEVELT, HONORARY PRESIDENT, THE AMERICAN 
CoUNCIL OF INDEPENDENT SAVINGS AND LOAN ASSOCIATIONS 


INTRODUCTION 


Mr. Chairman and gentlemen of this subcommittee, I wish to enter an appear- 
ance before you in my capacity as honorary president and representative of the 
American Council of Independent Savings and Loan Associations. I have invited 
Mr. Sherman 8. Cohen, a member of the bar of the District of Columbia, and one 
of the attorneys for this council, to serve me as legal counsel at this hearing. 
I propose to enter no appearance in my capacity as chairman of the board of 
directors of the Family Savings Association of Maryland, and I have advised 
the officers of our association, in particular, Mr. John G. Persian, our president, 
not to furnish testimony on Senate bills 3698 and 4116 for the reason that our 
association is not directly affected by these bills. To be explicitly clear, since the 
subject matters of this hearing are the bills in question, our association has no 
special evidence for this legislative purpose. I am here on behalf of the American 
Council of Independent Savings and Loan Associations, and Mr. Cohen is here 
as my counsel. 


PART ONE 
The right to know their sponsors 


The public has a right to know the authoriship and sponsorship of the proposed 
bills, S. 3698 and S. 4116. Were these bills drafted and sponsored, at least in 
part, by Stephen Slipher, of the United States Savings and Loan League? The 
public should know of his role, since he has threatened unequivocally the ex- 
tinction of the American Council of Independent Savings and Loan Associations 
and all groups and individuals connected with it. As the legislative spokesman 
of this giant league, his direct threats to attack independent savings and loan 
associations if they attempted to organize themselves has special significance. 
The power of his influence among competitors of independent savings and loan 
associations cannot be overestimated. The power of his infiuence on Govern- 
ment officials can only be ascertained from the record of his achievements. 
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Indeed, if he has directly or indirectly authored or sponsored proposed bill 8. 
4116, which was submitted to the Senate with a July 9 date, the public will under- 


stand his insistence on immediate hearing without an opportunity for its terms 
to be evaluated. 


The right to know their unconstitutional application 


The public has a right to know whether the terms of proposed bills S. 3698 
and S. 4116 are unconstitutional and otherwise unlawful. Do the authors and 
sponsors of these bills propose that a Federal agency shall regulate the intra- 
state activities of State-chartered lending institutions? If so, why were not the 
officers and directors of savings and loan associations and mutual savings banks 
and cooperative savings banks of every State in the Union given notice and 
an opportunity to challenge such an unconstitutional purpose? As a matter 
of law, the terms of the proposed bills empower the Federal Home Loan Bank 
Board to regulate the intrastate activities of State organizations which are 
not members of the Federal Home Loan Bank System. As proposed, these bills 
are clear invasions and encroachments on the sovereignty of the several States 
of the United States and an inexcusable affront to the State rights of self- 
government expressly provided for in our Federal Constitution. The public surely 
has a right to know the unconstitutional nature of the proposed legislation, just 
as it has a right to know who the sponsors of this unconstitutional legislation are. 


Right to know of the undemocratic nature of these hearings 


Originally, hearings were scheduled on S. 3698 without official notice to pro- 
posed witnesses and without adequate opportunity for the public to examine 
the proposed terms. Only my last-minute intervention on behalf of independent 
lending institutions interrupted the process of railroading the proposed legisla- 
tion. Given a few weeks’ time, I managed to bring to the attention of independ- 
ent lending institutions the terms of S. 3698 and to obtain the views of its merits. 
Typically, their reaction was one of shock and disbelief. They voiced their op- 
position to its terms overwhelmingly. Before the results of my survey were 
compiled, the proposed bill 8S. 4116, far more wide sweeping in its provisions, was 
submitted to the Senate. Almost at once, I learned from the press that this 
hearing today was scheduled. No time was afforded me to bring the terms of 8. 
4116 to members of the industry, despite my request for an adequate opportunity. 
My protest, therefore, is directed to irregularities of these proceedings: the 
absence of notice, the inadequacy of opportunity to study, the misuse of the 
press, the highhandedness of certain officials of the staff, the improprieties of tele- 
phone communication, and the absence of firsthand testimony from members 
of the Federal Home Loan Bank System most directly affected by the proposed 
bills, among other questionable conduct. Where are the witnesses of Ohio 
savings and loan associations and the Massachusetts cooperative banks? These 
are parties who are directly affected by the proposed terms of these bills. Where 
are officers and directors of associations which are members of the Federal Home 
Loan Bank System whose share accounts are not insured by a Federal agency? 
These are the parties principally to be affected by the terms of the proposed 
bills. Where are these firsthand witnesses? The public has a right to know. 
The public has a right to know of the improprieties and the irregularities pre- 
cedent to and incident to this hearing. Mr. Chairman, I know of your respect 
for the democratic processes of government. If any irregularity or impropriety 
had been brought to your attention, you and the responsible members of your 
committee would never have condoned them. 


The right to a hearing for the purposes of record 


This is an official hearing on S. 3698 and S. 4116, which purport to prohibit 
advertising of private deposit bond insurance by lending institutions. This is 
not an investigation of a trade association, a State-chartered lending institu- 
tion, an insurance company, or individuals. Mr. Chairman, I respectfully re- 
quest that, as chairman of this subcommittee, you so rule. 

The subject matters of this hearing are Senate bills 3698 and 4116. Accord- 
ingly, these proceedings must not be allowed to serve the purposes of certain 
leaders of big business and those who have threatened to crush the operations 
of small businesses in this industry. Witnesses must not be allowed to defame 
financial intitutions or those associated with them. Witnesses must not be al- 
lowed to degrade institutions and officials through prehearing statements to the 
press or through testimony taken at public sessions. The State laws prohibit 
the defamation of financial institutions. Such criminal conduct must not be 
privileged at congressional hearings. Mr. Chairman, I respectfully request that 
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these hearings be conducted in executive session only, unless at public sessions 
all testimony of witnesses of a defamatory nature be expressly prohibited and 
that this prohibition be religiously enforced. This prohibition should extend to 
all prehearing statements and press releases from the members and staff of your 
subcommittee and from the witnesses at these hearings, as well. 


PART TWO 


On April 30, 1958, America’s independent savings and loan associations were 
entrusted with only 7.7 percent of their industry’s total assets. This was a new 
low point in a continuous downward trend in the industry that had its begin- 
ning as early as 1940, a few years after the creation of the Federal Savings and 
Loan Insurance Corporation. In 1945, the small savings and loan associations 
still safeguarded some 30 percent of the industry’s assets. But by the end of 
1956, however, their share had tumbled to under 9 percent. And yet, the inde- 
pendent savings and loan associations, in number, comprise almost half of all 
building and loan associations. 

During the current year, this downward trend is probing new depths. Of the 
average net gain in savings realized by the entire industry during the first 4 
months of 1958, more than 9744 percent was received by federally-regulated as- 
pede while less than 2% percent accrued to the small independent associa- 

ons. 

The small associations obviously need help. It was in answer to their special 
need that The American Council of Independent Savings and Loan Associations 
was conceived. Incorporated in the District of Columbia as a nonprofit organ- 
ization in July 1957, its aim was to provide professional advice and guidance in 
those fields of activity that constitute the day-to-day operation of an association. 
Its intention was to supplement those services that were currently available. 

As you may know, the average independent building and loan association is 
a small organization supervised closely by members of its board of directors with 
total assets of approximately $1 million. These associations are obviously 
not big business. Some operate only on a _ part-time schedule. They are 
not able, individually, to employ full-time qualified specialists in certain areas 
of their operations. Through a national organization, however, with a program 
of services tailored to their specific needs, they can receive guidance from 
experts in financial advertising, loans and investments, improved accounting 
practices and equipment, urban planning and redevelopment, and government 
securities. 

The Council planned these useful services with the help of specialists. One 
of the services most frequently demanded by officials of the small associations 
was that of commercial insurance of savings-share accounts. In answer to 
these requests, the Council has instituted a continuing search for qualified in- 
surance carriers willing to underwrite this form of insurance protection. Guid- 
ing this search has been the belief that a carrier should be licensed by each State 
of the United States in which it undertakes to write this form of insurance. 
(To date, it appears that no carrier incorporated in the United States is under- 
writing this form of insurance. ) 

The Council's brief life has not been an easy one. From the beginning it was 
threatened with ruthless extinction by certain leaders of the industry. Senator 
Paul Douglas has pointed out in his discussion of the evils of economic giantism 
in America that “* * * men are not naturally tolerant of opposition and if 
they have the power to coerce their fellows they will tend to exercise it.” The 
Council’s experiences to date lend support to this view. It has met a series 
of unscrupulous threats and diabolical harassments. Indeed, certain officials of 
trade associations at National and State levels have stated, perhaps acting in 
a personal capacity, their intentions to discredit the officers and members of 
the Council and all who are associated with it. Misleading reports have been 
given wide circulation throughout the industry. Certain representatives have 
attended Council-sponsored meetings to disrupt the proceedings. Some con- 
sultants to the Council have resigned as a result of economic pressures. And 
officials of independent savings and loan associations who have made some 
gains in recent years, despite the industry trend, have been warned that they 
would become targets of ruthless attacks as their size increased. 

Such attacks on member institutions have been political and phychological as 
well as economic. State and Federal officials have been called upon to investigate 
rumors and hearsay of dubious origin. Hearings have been called and investi- 
gations threatened irresponsibly. Indeed, legislation has been proposed to elimi- 
nate the competition of the small and independent savings and loan associations 
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without proper notice and adequate opportunity for the parties to be affected to 
make their views known. This has especially been true in certain of the Western 
States. Guided by professional muckrakers, certain politicians have employed 
their offices for purposes of harassment. Competitors have succeeded in refusing 
membership to the industry’s organizations, in preventing newspaper and radio 
advertising, and in interfering with normal banking relations. Most, but not 
all, of these coercive efforts are openly undertaken. Certain officials of the 
industry have even dared to make such admissions. 

The leaders of the opposition have even brought to bear the force of their 
attacks on individuals themselves. Deliberately, the reputations of responsible 
officials of small savings and loan associations have been unjustly demeaned and 
degraded. Every conceivable means to achieve these ugly results appear to have 
been employed; confidential reports, ex parte statements on the public record, 
proceedings before grand juries, unlimited examination at legislative trials, 
slander and threat, among others. 

Against this combination of politics and competition what are the means of 
protection? Reciprocal mudslinging? More slander? Counter threats? Volun- 
tary extinction through merger and consolidation? Abandonment to terror and 
fear? Retreat to lifeless operations? Hopeless appeals for fair play? 

Morally, the only course is to struggle forward. Economically, the only effort 
must be to endure. Legally, the only program must be to exercise rights and to 
seek the enforcement of lawful restraints against such abuse. As institutions 
which effectively serve the public’s needs, small building and loan associations 
in this country must draw on their united resources and select forceful leader- 
ship. They must make their services known to the publie and their views known 
to public officials. With faith in the democratic processes of government and 
with diligence in their services to the public, they will find protection against 
irresponsible opposition. This protection will be found in their own good 
faith and in that of our true public leaders. They must, of course, help them- 
selves. They must first turn to each other. In the end, however, they must look 
to responsible public officials to help them serve the public more effectively. 

“From economic considerations alone, it is * * * in the public interest,” as 
Senator Douglas has urged, “to lessen the degree of concentration in American 
industries and to produce a greater diffusion of economic power. But the case 
for such a lessening is even stronger in human and social terms. While men’s 
values differ, few would deny that self-reliance, initiative, and the willingness 
to make decisions and to exercise independent judgment are semantic abstrac- 
tions. They are also, however, real and positive virtues. They do not flourish 
inside giant corporations but are best developed in business enterprises of small, 
medium and moderately large size. * * * Even more compelling is the fact that 
all concentrations of power threaten the liberty and independent judgment and 
action of the citizens of a society.” 

Historically, the officers of small independent associations possessed a personal 
knowledge of their members and exercised a personal guidance in family finan- 
cial matters. The benefit of this relationship was permanent, productive, and 
far reaching—both for the community and for the individual members of these 
associations. 

The small associations are even today the very institutions which adhere 
most closely to the original concept of a savings and loan association—that of 
a mutual neighborhood enterprise providing for its members individual home- 
ownership and prudent investments of savings. Today, the independent asso- 
ciations continue to be responsive to the special needs of small communities, in- 
dividual neighborhood, and racial and minority groups. They continue to serve 
more consistently than other financial institutions these individual family needs. 
They are not the institutions which serve builders of large-scale developments. 

In speaking for the small savings and loan associations, which, as I have in- 
dicated, devote themselves to the needs of small communities, neighborhoods, and 
religious and racial groups, I urge the members of this committee to encourage 
these services to the public and to set limits to the encroachments of giantism 
in this industry. These special services to the public warrant special protection. 

The proposed amendments to the Federal Home Loan Bank Act do not serve 
this end, for they would deny the benefits of private insurance to the small 
building and loan associations. Private insurance against every conceivable 
economic risk can be justified on the homely virtue of prudence. In the absence 
of governmental insurance schemes, the public’s interest is surely served by de- 
posit bond insurance. Would not the citizens of New Hampshire, upon the re- 
cent failure of their Penscook Bank, prefer the security of deposit bond in- 
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surance underwritten by a sound earrier to no insurance at all? Any deterrence 
to the development of private insurance of this kind is obviously adverse to the 
public’s best interests. 

Savings and loan associations, or like organizations, which are not now 
insured by an agency of the Federal Government ought to have an opportunity 
to explain their need for this type of private insurance. Certainly, this is true 
for savings and loan associations in Ohio who operate the Ohio Deposit Guarantee 
Fund. It is also true of the cooperative banks in Massachusetts. It should be 
true of the six or seven hundred members of the Federal Home Loan Bank 
System whose share accounts are not now insured by an agency of the Federal 
Government. Their reasons for not employing the insurance protection of the 
Federal Savings and Loan Insurance Corporation or the Federal Deposit In- 
surance Corporation should be known to this committee. And their need for 
private insurance of this kind should also be made known to this committee. 

In the past, many of the small savings and loan associations in the larger cities 
in the East have remained independent in nature and relatively small scale in 
their operations, Accordingly, they have resisted the bureaucracy and redtape 
of Federal regulations—regulations which in considerable part were designed 
for large-scale operations, This same independence has been shown markedly 
in the Western States, despite opposition to their independence which was exer- 
cised without scruple or restraint. To maintain their independence some of 
these associations may well seek for their members deposit bond insurance of 
a private character. For example, a number of savings and loan associations in 
Ohio found it necessary to create mutual insurance in order to assure their in- 
dependence in the best interests of the public. 

This self-insuring endeavor is known as the Ohio Deposit Guarantee Fund. 
It is a nonprofit corporation which has been established by a group of small 
savings and loan associations in Ohio to provide additional security and to 
guarantee the payment of a member’s savings in full. 

It is managed by a board of trustees, elected from representatives of all of 
its members, and is subject to examination by the superintendent of the Division 
of Building and Loan Associations of the State of Ohio. 

The foremost purposes of the fund are to keep member institutions in sound 
condition and to guarantee payment in full of all savings by (1) making avail- 
able financial aid or advice to member associations whenever such assistance is 
advisable to safeguard its members’ interests, and (2) guaranteeing the avail- 
ability of funds for payment of members’ claims. 

The fund is owned entirely by its members, and its entire resources have been 
contributed by them. Each member is required to pay a premium to the fund 
each year, based on its total savings liability. 

The fund serves mainly to supplement the sound institutional practices, and to 
maintain the independence of, small associations. 

Both S. 3698 and S. 4116 would appear to eliminate these self-insuring efforts. 
Both proposals are, in effect, legislation advancing the program. of socialized 
insurance. Our Government need not foot the costs of private enterprise. Pri- 
vate enterprise should be encouraged to pay its own way, including the costs of 
insurance. The discouragement of private insurance cannot enhance the safety 
of public invstments in the savings and loan associations which are not insured 
by Federal agencies. What would enhance the safety of public investments in 
these institutions is private insurance underwritten by sound commercial carriers. 

Actually, the resources of a commercial insurance carrier may well provide a 
legal liability equal or superior to that of the publicly managed but privately 
owned Federal Savings and Loan Insurance Corporation. The ratio of the 
reserve funds of the Federal Savings and Loan Insurance Corporation, as 
indicated by the Hoover Committee report, to insured accounts and creditor 
obligations of its members is less than 1 percent. In the event that the reserves, 
including authorized borrowing, of the Federal Savings and Loan Insurance 
Corporation are inadequate to cover losses, the public’s protection rests on no 
legal liability of the Government but rests instead, if at all, on moral liability. 

It is the view of the American Council of Independent Savings & Loan Asso- 
ciations, after surveying this sector of the industry, that a private insurance 
carrier which meets a State’s qualifications for underwriting “deposit bond 
insurance” for lending institutions in its jurisdiction should not be prohibited 
by Federal legislation from entering into this type of insurance contract. Sound 
insurance is surely better than no insurance. 

The American council supports Senator Beall in his opposition to commercial 
insurance of an unsound nature. The council, too, is opposed to misleading 
advertising in connection with commercial insurance. But the remedy for any 
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abuse is not the destruction of the virtue. It is for this reason that the American 
council recommends that Senate bill S. 3698 be amended to include an exemp- 
tion from its prohibitions when private insurance carriers meet the qualifications 
of States in which they are authorized to underwrite this insurance. 

The American council has had no opportunity to survey the independent 
savings and loan associations in our country for their views on Senate bill S. 4116. 
The council strongly registers its objections to proceedings which deny notice 
thereof and opportunity for examination evaluation and expression of views. 

Senator Sparkman. Our next witness is Mr. Carl] Gottschalk, ex- 
ecutive secretary of the Maryland Savings & Loan League, of Balti- 
more, Md. 

Mr. Gottschalk, we will be glad to hear from you. We have a copy 


of your statement. We have just received it. You may proceed in 
your own way. 


STATEMENT OF CARL GOTTSCHALK, EXECUTIVE SECRETARY, 
MARYLAND SAVINGS & LOAN LEAGUE, BALTIMORE, MD. 


Mr. GorrscuaLk. My name is Car] F. Gottschalk, and I am, and 
have been since 1947, executive secretary of the Maryland Savings & 
Loan League. 

For your information, our league, which is a trade association in 
Maryland, includes 55 associations in our membership, the accounts of 
all of which associations (except one) are insured by the Federal Sav- 
ings and Loan Insurance Corporation. 

The total assets of our member associations aggregated $682,850,277 
on December 31, 1957, which represented 62 percent of the total sav- 
ings and loan resources in Maryland. 

In addition to the member associations in our league, there are 12 
other FSLIC-insured associations in our State, and 328 uninsured 
associations. 

Statewide, on December 31, 1957, the 67 FSLIC-insured associations 
had total resources of $938 million, and the 328 uninsured associations 
had total resources of $169,619,974. 

You can see, therefore, that the average size of those uninsured as- 
sociations is quite small. 

There is no State supervision of any kind in Maryland purporting to 
regulate the operation of building and loan, or savings and loan asso- 
ciations. 

Under existing law any three persons can incorporate an association 
in exactly the same manner as they would secure a charter for a regu- 
lar business corporation, a procedure which involves only the formality 
of filing articles of incorporation and paying a nominal filing fee. 

From this point on, a savings and loan association is free of State 
supervision, Other than the filing of a routine annual report to the 
State Tax Commission of Maryland, a requirement for all corpora- 
tions. 

The only statute of any consequence that touches the basic operation 
of our associations in Maryland is article 23, section 150, of the An- 
notated Code which restricts the investments of associations not mem- 


bers of the FHLB System to— 


cash, fixtures, or loans or hypothecated stock of such associations, judgments or 
decrees for payment of money received by courts in this State, mortgages on real 
or leasehold estate situate in this State, bonds of this State and bonds or other 


obligations of, or guaranteed as to principal and/or interest by, the United 
States. 
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Such being the state of affairs, the Maryland Savings & Loan 
League, on behalf of its member associations, all properly conducted 
Maryland thrift institutions, and the public generally, is naturally 
apprehensive concerning the operation of certain specific associations 
whose standards of advertising and operating do not seem to conform 
to the norm, 

Especially does the practice of widespread advertising by some asso- 
ciations that their savings accounts are “commercially insured” pre- 
sent a problem. 

Maryland has no law providing for examination or audit of the 
financial condition of associations, and we have found it well nigh 
impossible as a practical matter to learn anything about the affairs of 
such so-called “commercially insured” institutions or about the affairs 
of the companies which purport to insure the accounts. 

This league would heartily endorse legislation by the National Con- 
gress which would give to the Federal Home Loan Bank Board the 
authority to control the advertising of uninsured associations solicit- 
ing business across State lines. 

So far as the intrastate activities of savings and loan associations in 
Maryland are concerned, our league has several times sponsored super- 
visory legislation in our general assembly without success. 

It is our hope that the events during the past year which have led 
up to this hearing today might prompt our Maryland legislators to 
enact suitable supervisory legislation over savings and loan associa- 
tions at the forthcoming session of our general assembly in January 
1959. 

Senator SparkMAN. Thank you, Mr. Gottschalk. 

Are there any questions ? 

Mr. Gorrscuatk. I might add just one more word with reference 
to these 328 uninsured associations in Maryland. I suppose I have 
known the figures for some years, but I am surprised again today to 
discover we have quite a large minority of all of them that are located 
in the country within our own State of Maryland. 

I might point out to you, to the Senators, that these associations 
existed for many years, most of them prior to the enactment of the 
Federal legislation, and are still existing. 

It is true that they are not growing as fast and have not grown as 
fast as the federally insured associations, but they have been flourish- 
ing, and they are not about to go out of business. I have never de- 
tected anywhere any attempt by any insured association or group of 
insured associations to squeeze them out of business. 

They are doing very well in their own neighborhoods with their own 
’ ethnic groups, making their own kinds of mortgage loans, and don’t 
need our help at all, nor could they be harmed especially by the in- 
sured institutions. 

Senator SparkMan. Are there any questions? 

Senator Capenart. I don’t believe so. 

Senator SparKMAN. Thank you. 

Our next witness is Mr. Stephen Slipher, staff vice president of 
the United States Savings & Loan League, Washington, D. C. 

Mr. Slipher, please take a seat. 
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STATEMENT OF STEPHEN SLIPHER, STAFF VICE PRESIDENT; AC- 
COMPANIED BY BERT KING, WASHINGTON COUNSEL, UNITED 
STATES SAVINGS AND LOAN LEAGUE 


Mr. Suieuer. I am Stephen Slipher, staff vice president of the 
United States Savings and Loan League. I am accompanied by Mr. 
Bert King, the Washington counsel of the league. 

We appreciate this opportunity to give the league’s views to the com- 
mittee. The league’s 4,400 member savings and loan associations in- 
clude federally chartered, State-chartered, insured, and uninsured as- 
sociations, and they range in size from the largest in the country to 
hundreds of small neighborhood associations. 

I have prepared some footnotes to my testimony. I hope it won’t 
be too hard for you to follow. These footnotes elaborate on certain 
points. 

On this first point I thought the committee would be interested in a 
specific breakdown of our members. 

We have 3,277 federally insured members and 1,055 uninsured asso- 
ciations. 

Senator SpARKMAN. Would you give that again ? 

Mr. SuipHer. 3,277 that are members of the Federal Savings and 
Loan Insurance Corporation. 

Senator Sparkman. That is given in the footnotes to your state- 
ment ? 

Mr. SuieHer. Yes, Senator. Then I have given a breakdown by 
asset size, showing under $1 million we have 876; $1 million to $74% 
million, 2,140; $714 milion to $35 million, 1,089; and over $35 million, 
297. 

Yesterday, the spokesman for the American Council of Independent 
Savings and Loan Associations spoke of the need for the representa- 
tion for the smaller associations. It will be noted that 20 percent of the 
United States league members have assets of under $1 million and that 
69 percent have assets of under $714 million. Thus, over two-thirds of 
the United States league members are smaller than the Family Savings 
& Home Loan Association, which is the principal member of the Amer- 
ican Council of Independent Savings and Loan Associations. 

Although spokesmen for the American council refer to the members 
of the Ohio Deposit Guarantee Fund and the Cooperative Central 
Bank of Massachusetts in a way that would give the impression that 
they were speaking in their behalf, the officers of the Ohio Guarantee 
Fund and the Massachusetts Cooperative Central Bank have state- 
ments to be filed with the committee completely disassociating them- 
selves from the American Council of Independent Savings and Loan 
Associations and any program of commercial insurance of accounts. 

Spokesmen for the American council have been requested to submit 
a list of their member associations to the subeommittee. It should 
be clear that their spokesmen speak only for this very limited group 
and no other. Certainly, no one represents more uninsured savings 
and loans—1,055—and no one represents more smal] associations— 
8,016 with assets of less than $714 million—than does the United 
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States Savings and Loan League. If anyone is authorized to speak 
for the uninsured associations and for the small associations, it is the 
United States league. 

It should be borne in mind that, far from trying to harass or de- 
stroy the small savings and loan associations, we give them full league 
services for the nominal dues of $10 a year, although we estimate that 
our out-of-pocket cost for mailings, publications, et cetera, is at least 
5 times that much. 

At another point, the spokesman for the American council quoted 
an alleged threat by the United States league to the effect that an as- 
sociation was told it would have to have Federal insurance by the time 
it reached $2 million. It should be noted that the largest uninsured 
association in the country, with assets of $70 million, is a member of 
the United States league, and its president is a member of the league’s 
legislative committee. 

Then I have gone on to give the figures for all savings and loans, 
but I think that was well developed by the Home Loan Bank Board 
in their testimony. 

To turn back to the front page of my original] statement, the league 
strongly supports the objectives of S. 3698 and S. 4116. We com- 
mend the committee for holding these hearings, and particularly Sen- 
ator Beall for introducing this timely legislation and for focusing 
public attention on this important problem. We feel that the discus- 
sion and news stories to date have already had a healthy influence and 
have helped enlighten the public as to the important differences be- 
tween associations which are members of the Federal Savings and 
Loan Insurance Corporation and those which have commercial insur- 
ance. 

We feel legislation along the lines of S. 4116 is constructive, but 
recommend an amendment to specifically exempt savings banks and 
the associations and cooperative banks which have insurance under 
State-approved programs such as in Massachusetts and Ohio. None 
of these institutions has been involved in the advertising and operat- 
ing er which have concerned us, and their specific exemption 
would clarify the legislation and expedite its enactment. 

As has been brought out, there has been no problem in connection 
pai those institutions, and we think it would be better to exempt 
them. 

Also, as I am going to comment later, the legislation should be 
broadened to cover out-of-State savings solicitation by uninsured as- 
sociations domiciled in States with either no supervision or very 
sketchy supervision. 

The league’s concern. in this overall problem is twofold. First, as 
the national organization for the savings and loan business we have 
a moral.responsibility for advising and protecting the public in its 
dealings with savings and loan associations. Second, we cannot sit 
idly by and see the great reputation and prestige of our member asso- 
ciations tarnished and imperiled by a few persons who might exploit 
gaps in the laws to trade on the good name of the savings and loan 
associations without adhering to the high standards of management 
and operation characteristic of these institutions. 

Let me now discuss briefly the background of commercial insurance 
of accounts. About a year ago, the Family Savings Association, with 
offices throughout Maryland, began to advertise that its accounts were 
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commercially insured up to $10,000. At first, the insurer was listed 
as the American Indemnity Company of Panama. Subsequently, the 
name was changed to the American Savings & Loan Indemnity Com- 

any of Panama. The advertising guonsdecas and terminology used 

yy this particular association were so similar to those used by institu- 
tions which are members of the Federal Savings and Loan Insurance 
Corporation that, obviously, many people would be misled into be- 
lieving that the institution was insured by the FSLIC. 

Many persons have attempted to find out the actual financial posi- 
tion of the American Savings & Loan Indemnity Company. The State 
insurance commissioner of Maryland flatly stated that he had no 
financial information, and went on to say : 

However, we have had so many inquiries about the American Indemnity Com- 
pany of Panama that we did try to find out whether or not this was a legiti- 
mately organized insurance company, but to date we have been unable to learn 
anything about the financial condition or corporate status of the alleged insurer. 
One of the prominent credit reporting firms has advised us that they have been 
unable to obtain any information about this subject. 

Going back to my footnotes, within the last few days we have noted 
an additional letter from the State Insurance Department of Mary- 
land stating: 


We have never been able to determine whether or not it— 
the American Savings & Loan Indemnity Co.— 


is actually organized, or whether it has any assets, and we have not found that 
it has any statutory deposit in any jurisdiction of the United States of America. 


That letter went ahead to say : 


A shareholder of a building and loan association could not enforce a claim 
against this organization through the Insurance Department of Maryland. 

I have placed the full letter in the record. 

Senator Beall, on April 2, 1958, wrote to the association and asked 
them for a financial statement of the insurance company. His office 
states that he has never received an answer. 

Last September Mr. King and I visited the officers of their general 
counsel at 1010 Vermont Avenue, Washington, D. C., and we asked 
him for a financial statement of the indemnity company. I was told 
to put my request in writing, which I mailed on October 2. I had no 
response. I wrote again on October 27 and on October 28 I received 
an answer from their general counsel stating that— 

The American Savings & Loan Indemnity Co., Inc., is currently making appli- 
cation to qualify to do business in several of the United States. As part of that 
application a financial statement for the insurance carrier is being prepared. 
When that task is completed, a copy of the statement will be presented to you. 

Eight months have gone by and [I still have not received a statement. 

I want to just comment that this whole thing really comes about 
from that fact. Our interest began when we received inquiries from 
the public and we naturally wanted to find out what this insurance 
company looked like’and get a financial statement. Our interest has 
been deepened by the fact that we haven’t received any. 

Senator Carenart. Who is their general counsel ? 

Mr. Surener. Sherman 8. Cohen. 

Senator Carrnart. The gentleman who testified yesterday? 

Mr. Sutrener. Yes. 
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To my personal knowledge others, including persons with savin 
accounts in the association, have requested a financial statement and 
have failed to receive it. 

The committee was told yesterday they would receive one, and I 
hope at long last we will be able to see that statement. 

ne can only speculate as to the possibility that a claim against this 
insurance company would be honored should one develop. But the 
fact that they refuse to answer mail, even from a Senator, and refuse 
to disclose a financial statement, does not suggest that the prospects 
are very bright for receiving settlement on a claim for loss. 

At one time Family Savings Association was an approved lending 
institution under the Federal Housing Administration program. 
However, when the FHA audited or attempted to audit the ate 
of the association, it suspended the institution and prohibited the 
association from making, buying, selling, or servicing any FHA loans. 

Just as a little footnote there, I say this: In view of the rather 
unprecedented testimony yesterday, that the principal assets of the 
insurance company are “housed” in the offices of the association it 
insures. It would seem appropriate to call upon the officials of the 
FHA to comment as to whether or not any such assets were apparent 
in their attempted audit of the association’s records. 

In fact, it would be informative to know why it is that the FHA 
suspended the institution, because to my knowledge no other savings 
= Rt association in Maryland has ever been suspended by the 

One thing that particularly concerns me about this association is 
that it is advertising in national media and is even advertising in 
overseas publications designed to attract the savings of servicemen 
stationed abroad. Certainly young servicemen and their families 
stationed out of the country have no practical way to study and 
evaluate the financial stability of the association. 

Spokesmen for the American Council for Independent Savings & 
Loan Associations yesterday stressed the importance of the local 
independent savings and loan association and its close tie-in to the 
community, yet we find these advertisements overseas and we find 
these advertisements in national magazines, such as Every Woman’s 
Family Circle. 

We must bear in mind now we are dealing with an association which 
has never had an audit or examination by any public supervisory 
authority, nor has even made available, to my knowledge, any audit 
by anyone. 

And, of course, we are also dealing with an association which has 
never even made available its financial statement, much less an audit 
of the financial] statement. 

The other principal company currently offering commercial insur- 
ance of accounts is the International Guaranty & Insurance Co., of 
Tangier, Morocco. Several months ago the State insurance commis- 
sioner of California seized the company’s California assets, and more 
recently one of its trustees and agents was cited for contempt of court 
in Chicago after allegedly disappearing with a $125,000 premium 
paid for insurance of accounts by a Chicago institution. 

I am attaching to my testimony some of the newspaper stories about 
the company which indicate, to say the least, that it is a very unortho- 
dox operation. 
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Incidentally, the association which took out this insurance is a 
member of the Federal Home Loan Bank System and would, under 
S. 3698, be required to state in all of its advertisements the name and 
address of the insuring agency. 

The United States league does not take the position that there is 
anything improper about commercial insurance of accounts as such 
and, indeed, we would not be inclined to oppose such insurance if 
offered by a reputable, soundly financed American company. We 
would, of course, insist that any advertising be designed so as to make 
it clear that the insurance is not provided by the Federal Savings and 
Loan Insurance Corporation. 

Beyond the question of commercial insurance is the even broader 
question of out-of-State savings solicitation. By this, I mean where 
an association which has either no supervision or perhaps is in super- 
visory trouble with officials of its own State, advertises extensively in 
areas far remote from its home office. In most of the areas selected 
for advertising, all of the local institutions are insured. They are 
well managed and safe. Many of the citizens of these areas are un- 
aware that it is even possible to operate an association without in- 
surance. 

For instance, here in Washington, D. C., every savings and loan 
association in the city has Federal insurance. 

Certainly they have no way of evaluating the management and 
financial position and supervisory record of an association several 
thousand miles away. 

Let me give you just a couple of specific examples. Homestead 
Building & Loan of Silver Spring, Md. was chartered on December 
10, 1957. There is no State supervision or examination of State 
uninsured savings and loan associations in Maryland. Less than 6 
months later, they attempted to advertise in the Boston Herald, ad- 
vertising a 5-percent dividend compounded quarterly, with a $1 bonus 
for each $100 account. 

Fortunately our people in Boston were alert and presented the 
true facts to the newspaper before the ad could be run. However, 
we were not so successful in other areas and the ad did appear in 
many newspapers. 

First Oskeey Savings & Loan of Prince Frederick, Md., established 
only this year, has been advertising a 5-percent dividend rate over a 
Washington, D. C., radio station, and yet the association is so new 
that it has not even operated a full year to pay an annual dividend. 

Shortly after a newspaper headline in Phoenix, Ariz., read as fol- 
lows: “Arizona Savings Probe Proposed,” the affected association 
experienced very sizable withdrawals. The association sought to 
counter this by taking huge newspaper ads in Richmond, Va., and 
Miami Beach, Fla. The public there had no way of knowing, of 
course, that the association’s accounts were not insured or that it was 
experiencing any trouble in its home area. 

The United States league, therefore, recommends that this legis- 
lation be broadened to give the Home Loan Bank Board authority 
over associations which solicit savings across State lines, even though 
their advertising includes no representation as to insurance. We 
would recommend that institutions whose accounts are not insured 
by the FSLIC or by a recognized State insurance fund, and who 
advertise in media far from their home State, be required to file 
certain reports with the Federal Home Loan Bank Board. 
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We will be glad to work with this committee and your staff to 
develop language which would in no way infringe upon States’ rights 
or place any burden upon the thousands of our well-managed, State- 
chartered, uninsured associations; but would provide reasonable pro- 
tection against the handful of associations of the type I have referred 
to in my testimony. 

In other words, Senator Sparkman, we agree completely that as 
long as they are operating completely within a State, that that is the 
State’s iia and not the Federal problem. But when they begin 
to go across the State lines, use national media for solicitation and 
use the mail across the State lines it is a Federal problem. That hap- 
pens to be very typical of this type of association; they will open an 
office in one place and do all their soliciting some place else. Then 
I think it does become a proper concern. 

In conclusion, let me state that the savings and loan business, to- 
gether with the Federal Home Loan Bank Board and the various 
State supervisors, has constantly sought to develop the highest stand- 
ards of management and financial safety and to develop in the public 
a great confidence in our institutions. We do not want to see this 
good work undone by a few institutions with inadequate supervision 
and with little or no concern for the good name of our industry. 

Senator Sparkman. Any questions, Senator Capehart ? 

Mr. Slipher, you want these exhibits attached to your statement in- 
cluded in the record I presume ? 

Mr. Sureuer. Yes, I think so. 

Senator SparkMaNn. Without objection, it will be done. 

And the footnotes likewise ? 

Mr. Streuer. Yes. 

Senator Sparkman. Without objection, all the material will go in 
the record at the end of your presentation. 

Do you have any questions, Senator Capehart ? 

Senator Carenart. The only difference between the statement you 
handed us this morning, and the other statement was that you had 
attached this exhibit to it? 

Mr. Streuer. Yes. 

In other words, by the time we got back to the office last night, 
rather than rerun the whole thing, we just put footnotes to it. But 
I think you will have no trouble putting it together. We have dis- 
tributed it in that form. 

Senator Sparkman. Thank you. 

Any questions? 

Senator Carenart. I do not believe so. 

Senator Sparkman. Thank you very much. We appreciate your 
statement. 

(Mr. Slipher’s prepared statement follows :) 


STATEMENT OF STEPHEN SLIPHER, STAFF VICE PRESIDENT, UNITED STATES SAVINGS 
AND LOAN LEAGUE 


I am Stephen Slipher, staff vice president of the United States Savings and 
Loan League, and I appreciate this opportunity to give the league’s views to the 
committee. The league’s 4,400 member savings and loan associations include 
federally chartered, state chartered, insured and uninsured associations, and 
they range in size from the largest in the country to hundreds of small neighbor- 
hood associations. (1) 

The league strongly supports the objectives of S. 3698 and S. 4116. We com- 
mend the committee for holding these hearings and particularly Senator Beall 
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for introducing this timely legislation and for focusing public attention on this 
important problem. We feel that the discussion and news stories to date have 
already had a healthy influence and have helped enlighten the public as to the 
important differences between associations which are members of the Federal 
Savings and Loan Insurance Corporation and those which have commercial 
insurance. 

We feel legislation among the lines of 8. 4116 is constructive but recommend an 
amendment to specifically exempt savings banks and the associations and co- 
operative banks which have insurance under State approved programs such as 
in Massachusetts and Ohio. None of these institutions have been involved in 
the advertising and operating practices which have concerned us and their 
specific exemption would clarify the legislation and expedite its enactment. As 
we will discuss later, we also recommend a broadening of the legislation to cover 
out-of-State savings solicitation by uninsured associations domiciled in States 
with either no supervision or very sketchy supervision. 

The league’s concern in this overall problem is two fold. First, as the national 
organization for the savings and loan business we have a moral responsibility for 
advising and protecting the public in its dealings with savings and loan asso- 
ciations. Second, we cannot sit idly by and see the great reputation and prestige 
of our member associations tarnished and imperiled by a few persons who might 
exploit gaps in the laws to trade on the good name of the savings and loan asso- 
ciations without adhering to the high standards of management and operation 
characteristic of these institutions. 

Let me now discuss briefly the background of commercial insurance of ac- 
counts. About a year ago the Family Savings Association with offices through- 
out Maryland, began to advertise that its accounts were commercially insured up 
to $10,000. At first the insurer was listed as the American Indemnity Company 
of Panama. Subsequently, the name was changed to the American Savings & 
Loan Indemnity Company of Panama. The advertising procedures and termi- 
nology used by this particular association were so similar to those used by 
institutions which are members of the Federal Savings & Loan Insurance Cor- 
poration that obviously many people would be misled into believing that the 
institution was insured by the FSLIC. 

Many persons have attempted to find out the actual financial position of the 
American Savings & Loan Indemnity Co. The State insurance commissioner of 
Maryland stated flatly that he had no financial information and went on to say: 

“However, we have had so many inquiries about the American Indemnity 
Company of Panama that we did try to find out whether or not this was a legiti- 
mately organized insurance company, but to.date we have been unable to learn 
anything about the financial condition or corporate status of the alleged in- 
surer. One of the prominent credit reporting firms has advised us that they 
have been unable to obtain any information about this subject.” (2) 

Senator Beall, on April 2, 1958, wrote to the association and asked them for 
a financial statement of the insurance company. His office states that he has 
never received an answer. 

Last September I visited the offices of their general counsel at 1010 Vermont 
Avenue, Washington, D. C., and asked him for a financial statement of the in- 
demnity company. I was told to put my request in writing, which I mailed on 
October 2. I got no response. I wrote again on October 27 and on October 28 
I received an answer from their general counsel stating that : 

“The American Savings & Loan Indemnity Co., Inc., is currently making ap- 
plication to qualify to do business in several of the United States. As part of 
that application a financial statement for the insurance carrier is being pre- 
pared. When that task is completed, a copy of the statement will be presented 
to you.” 

Eight months have gone by and I still have not received a statement. 

To my personal knowledge others, including persons with savings accounts in 
the association, have requested a financial statement and have failed to receive 
it. 

One can only speculate as to the possibility that a claim against this insurance 
company would be honored should one develop. But the fact that they refuse 
to answer mail, even from a Senator, and refuse to disclose a financial state- 
ment, does not suggest that the prospects are very bright for receiving settle- 
ment on a claim for loss. 

At one time Family Savings Association was an approved lending institution 
under the Federal Housing Administration program. However, when the FHA 
audited or attempted to audit the books of the association, it suspended the in- 
stitution and prohibited the association from making, buying, selling, or servicing 
any FHA loans. (3) 
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One thing that particularly concerns me about this association is that it is ad- 
vertising in national media and is even advertising in overseas publications de- 
signed to attract the savings of servicemen stationed abroad. Certainly young 
servicemen and their families stationed out of the country have no practical 
way to study and evaluate the financial stability of the association. (4) 

The other principal company currently offering commercial insurance of ac- 
counts is the International Guaranty & Insurance Co., of Tangier, Morocco. Sev- 
eral months ago the State insurance commissioner of California seized the com- 
pany’s California assets and more recently one of its trustees and agents was 
cited for contempt of court in Chicago after allegedly disappearing with a $125,- 
000 premium paid for insurance of accounts by a Chicago institution. I am 
attaching to my testimony some of the newspaper stories about the company 
which indicate, to say the least, that it is a very unorthodox operation. 

Incidentally, the association which took out this insurance is a member of the 
Federal Home Loan Bank System and would, under S. 3698, be required to state 
in all of its advertisements the name and address of the insuring agency. 

The United States League does not take the position that there is anything 
improper about commercial insurance of accounts as such and, indeed, we would 
not be inclined to oppose such insurance if offered by a reputable, soundly 
financed American company. We would, of course, insist that any advertising be 
designed so as to make it clear that the insurance is not provided by the Fed- 
eral Savings and Loan Insurance Corporation. 

Beyond the question of commercial insurance is the even broader question of 
out-of-State savings solicitation. By this I mean where an association which 
has either no supervision or perhaps is in supervisory trouble with officials of its 
own State, advertises extensively in areas far remote from its home office. In 
most of the areas selected for advertising all of the local institutions are in- 
sured, well managed, and safe. Many of the citizens of these areas are unaware 
that it is even possible to operate an association without insurance. Certainly 
they have no way of evaluating the management and financial position and 
supervisory record of an association several thousand miles away. 

Let me give you just a couple of specific examples. Homestead Building & 
Loan, of Silver Spring, Md., was chartered on December 10, 1957. There is no 
State supervision or examination of State chartered uninsured savings and loan 
associations in Maryland. Less than 6 months later they attempted to advertise 
in the Boston Herald, advertising a 5-percent dividend compounded quarterly, 
with a $1 bonus for each $100 account. Fortunately our people in Boston were 
alert and presented the true facts to the newspaper before the ad could be run. 
However, we were not so successful in other areas and the ad did appear in many 
newspapers. First Colony Savings & Loan, of Prince Frederick, Md., established 
only this year, has been advertising a 5-percent dividend rate over a Washing- 
ton, D. C., radio station, and yet the association is so new that it has not even 
operated a full year to pay an annual dividend. 

Shortly after a newspaper headline in Phoenix, Ariz., read as follows: “Arizona 
Savings Probe Proposed,” the affected association experienced very sizable with- 
drawals. The association sought to counter this by taking huge newspaper ads 
in Richmond, Va., and Miami Beach, Fla. The public there had no way of 
knowing, of course, that the association’s accounts were not insured or that it 
was experiencing any trouble in its home area. 

The United States League, therefore, recommends that this legislation be 
broadened to give the Board authority over associations which solicit savings 
across State lines, even though their advertising includes no representation as to 
insurance. We would recommend that institutions whose accounts are not 
insured by the FSLIC or by a recognized State insurance fund, and who ad- 
vertise in media far from their home State, be required to file certain reports 
with the Federal Home Loan Bank Board. We will be glad to work with the 
committee and your staff to develop language which would in no way infringe 
upon States’ rights or place any burden upon the thousands of our well-managed, 
State-chartered, uninsured associations, but would provide reasonable protection 
against the handful of associations of the type I have referred to in my testimony. 

In conclusion, let me state that the savings and loan business, together with 
the Federal Home Loan Bank Board and the various State supervisors, has con- 
stantly sought to develop the highest standards of management and financial 
safety and to develop in the public a great confidence in our institutions. We do 
not want to see this good work undone by a few institutions with inadequate super- 
vision and with little or no concern for the good name of our industry. 
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{San Francisco Examiner, Friday, April 4, 1958] 
OFFICE IN SAN FRANCISCO—INSURANCE FirM SEIZED 
By Ernest Lenn 


International Guaranty & Insurance Co., under investigation by State Insur- 
ance Commissioner F. Britton McConnell and the State attorney general, was 
seized by McConnell yesterday. 

The Examiner learned that the investigation has broadened, with two Federal 
agencies, the Securities and Exchange Commission and the postal inspectors, 
moving in. 

Meanwhile, the State officials linked local financier Stewart Hopps to Interna- 
tional. 


CALLED OPERATOR 


They termed him one of its “operators.” Attorney J. W. Ehrlich, general coun- 
sel for the company, previously said that Hopps had no direct connection with 
the firm. 

Developments were: 

1. McConnell obtained a court order naming him “conservator” to take over the 
company’s assets, including a purported trust fund of approximately $1 million 
here, and its books and records. 

2. Presiding Superior Judge Harry J. Neubarth issued the order on charges 
that the company was operating in California without a license and had failed to 
post a required deposit with McConnell to safeguard policyholders and creditors. 

3. The SEC’s interest in International, it was learned, was in connection with 
any sale of securities which may have been involved in the company’s dealings in 
insurance on shareholders of savings and loan companies, International also has 
been handling insurance for “unusual risks, surplus lines, and mortgages.” 

4. The postal inspectors’ investigation of International, regarding its use of the 
mails, began in Baltimore. An investigator from there came to San Francisco to 
check. The inspectors’ office here now has a man assigned to the inquiry. 

Defendants named in the civil action giving McConnell control of International 
yesterday included Hopps, Ehrlich, certain persons identified by State officials as 
“employes or associates of Hopps, and Robert Hopps, Stewart Hopps’ stepson.” 


MOROCCO BASE 


International’s home office is listed as being in Tangier, Morocco. 

However, McConnel and Attorney General Kdmund G. Brown’s office charged 
in a joint press release that “the insurance contracts were executed at the com- 
pany’s office at 417 Montgomery Street’’—in Hopps’ office there. 

The press release said that International had an agency at Phoenix, Ariz., “for 
the purpose of soliciting insurance from the residents of California and other 
States.” 

International listed certain big names as “trustees,” including J. Howard 
McGrath, of Washington, D. C., former United States Attorney General; Frank J. 
McAdams, Jr., master in chancery, United States Circuit Court of Appeals, Chi- 
cago, and Henry RK. North, vice president of the Metropolitan Life Insurance Co. 
who is foreman of the San Francisco grand jury. 


DENIES LINK 


North has said he no longer has any connection with International. 

In taking over International as “conservator,” McConnell will continue the 
investigation into the company. Subsequently, he could either return it to its 
operators, or sell it, or liquidate it. 

Immediately after Judge Neubarth gave McConnell control, State department 
of insurance investigators fanned out to put the order into effect. 

One group went to Hopps’ office at 417 Montgomery Street, to obtain books 
and records. 

FUNDS TIED UP 


A second group went to the Pacific National Bank here, to tie up Interna- 
tional’s assets there. International, in its brochure, quoted an assistant trust of- 
ficer of that bank as saying that as of last January 31 International had a trust 
account there for assets totaling $1,121,427. 

The State department of insurance has had examiners at the bank checking 
into International’s trust account, it was learned. 
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Hopps, linked by the State agencies to International’s operations, is currently 
being sued for $10,749,701 in damages on charges of defrauding 2 insurance 
companies. 

The investigation which resulted in the seizure yesterday was spearheaded 
by Henry Wikstrom, counsel for the State department of insurance. He and an 
insurance department investigator, Rene Miro, recently returned from a 30-day 
trip during which they probed International’s operations in Nevada, Arizona, 
and southern California. Harold Haas, assistant State attorney general, has 
been assisting Wikstrom. 

McConnell yesterday appointed Wikstrom as special deputy to handle Mc- 
Connell’s “conservatorship” of International. 


[Chicago Sunday Tribune, June 8, 1958] 
Bare MeENsIK Deatines WITH AN Ex-Convicr 


TRIBUNE TOLD OF WIRE ON INSURANCE 


C. Oran Mensik negotiated with an ex-convict to insure deposits in his three 
savings and loan associations, it was disclosed yesterday. 

A telegram containing the text of an agreement between Mensik and J. Kenneth 
Edlin, a Miami financier who once served a prison term for violation of the 
Federal Securities Act, was found by California authorities in the files of the 
International Guaranty & Insurance Co. in the San Francisco offices of the 
company. 

The wire was sent January 2 by J. W. Ehrlich, a San Francisco attorney, to 
Frank J. (Spike) McAdams, a lawyer and Democratic politician. Ehrlich and 
McAdams own majority interests in the International Insurance Co. 


NEGOTIATED IN OCTOBER 


The agreement between Mensik and Edlin was negotiated last October when 
Edlin was associated with a company which later was purchased by the Inter- 
national Guaranty firm. Mensik, who insured deposits in his City Savings Asso- 
ciation with the International firm in March, requested cancellation of the policy 
Friday after a circuit court order tied up funds of the company. 

McAdams told the Tribune that the agreement between Mensik and Edlin 
“never went through after Edlin fell out with Ehrlich.” He said he had “no in- 
dependent recollection” of the telegram from Ehrlich, which arrived at his office 
at 33 North La Salle Street while McAdams was in Florida. 

Attempts to reach Mensik for an explanation of the negotiations with Edlin 
were unsuccessful. At his home at 1033 North Fair Oaks Avenue, Oak Park, his 
family reported that Mensik was out of the city. 


COMPANIES IN CUSTODY 





The telegram related that a “contract” was signed by Edlin and Mensik last 
October 12, when Mensik’s three savings and loan associations still were in the 
custody of State Auditor Elbert S. Smith, who had seized them on charges of 
mismanagement. 

The terms of the “contract,” as described by Ehrlich in the telegram, were 
that the West Indische Co., the predecessor of the International insurance firm, 
was to insure deposits in Mensik’s three associations. 

In return, according to the ‘‘contract,” Mensik was “to convey all his stock” in 
the three associations to a trustee with instructions ‘“‘to vote all stock * * * in 
favor of the elections of two individuals named and nominated by Edlin” to the 
boards of the associations. 

SENTENCED IN DETROIT 


Edlin was sentenced to prison in 1941 at Detroit for the Securities Act viola- 
tion. McAdams, who once was Edlin’s attorney, said that Edlin’s parole from 
his prison term had expired in 1950, when State officials charged that the Koruna 
Savings & Loan Association, of which Edlin was a director, was operating in 
an unsafe manner. 

Edlin testified in 1951 before a congressional committee investigating tax 
“fix” charges made by Abraham Teitelbaum, former Capone family attorney. 
Edlin admitted to the committee that he had introduced Teitelbaum to a Miami, 
Fla., resident who, according to Teitelbaum had attempted to get $500,000 from 
him to settle his income tax difficulties. 
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The International Guaranty & Insurance Co. insured deposits in Mensik’s City 
Savings Association, 1656 Chicago Avenue, last March after the association was 
returned to Mensik by Circuit Judge Cornelius J. Harrington, who directed 
Mensik to obtain insurance of deposits. 


ORDER ISSUED FRIDAY 


In a restraining order issued Friday, Judge Harrington questioned the 
solvency and stability of the company, which is under investigation by California 
insurance examiners. 

The order tied up the funds of McAdams and Paul Van Wagner, Jr., of Bartlett, 
who own the company with Ehrlich. Judge Harrington said he issued the order 
to prevent disposition of a $125,000 premium paid to McAdams and Van Wagner 
for the $25 million policy on City Savings Association deposits. 

After the court order was issued, Mensik announced through his lawyers that 
he had requested McAdams and Van Wagner to cancel the policy and refund the 
premium. 

NoTres TO STATEMENT OF STEPHEN SLIPHER 


(1) Paragraph 1, page 82: 

More specifically, the United States League membership includes 3,277 fed- 
erally insured associations and 1,055 uninsured associations. The breakdown 
by asset size of all individual league members insured and uninsured is as fol- 
lows: 


Under $1 million 

pg PR ye 6: ttle halen te cache ere Re. t= cell ea in cet set: Seb a 2140 
$7% million to $35 million 

Over $35 million 


Yesterday the spokesman for the American Council of Independent Savings 
and Loan Associations spoke of the need for representation for the smaller 
associations. It will be noted that 20 percent of the United States League mem- 
bers have assets of under $1 million and that 69 percent have assets of under 
$7% million. Thus over two-thirds of the United States League members are 
smaller than the Family Savings Association which is the principal member of 
the American Council of Independent Savings and Loan Associations. 

Although spokesmen for the American Council refer to the members of the 
Ohio Deposit Guarantee Fund and the Cooperative Central Bank of Massachu- 
setts in a way that would give the impression that they were speaking in their 
behalf, the officers of the Ohio Guarantee Fund and the Cooperative Central 
Bank have statements to be filed with the committee completely disassociating 
themselves from the American Council of Independent Savings and Loan Asso- 
ciations and any program of commercial insurance of accounts. 

Spokesmen for the American council have been requested to submit a list of 
their member associations to the subcommittee. It should be clear that their 
spokesmen speak only for this very limited group and no other. Certainly, no 
one represents more uninsured savings and loans—1,055—and no one repre- 
sents more small associations—3,016 with assets of less than $7% million— 
than does the United States Savings and Loan League. If anyone is authorized 
to speak for the uninsured associations and for the small associations, it is 
the United States League. 

It should be borne in mind that far from trying to harass or destroy the 
small savings and loan, we give them full league services for the nominal dues 
of $10 a year, although we estimate that our out-of-pocket cost for mailings, 
publications, etc., is at least 5 times that much. 

At another point, the spokesman for the American council quoted an alleged 
threat by the United States League to the effect that an association was told 
it would have to have Federal insurance by the time it reached $2 million. It 
should be noted that the largest uninsured association in the country, with 
assets of $70 million, is a member of the United States League, and its presi- 
dent is a member of the league’s legislative committee. 

To further clarify this question, we are listing a breakdown of all savings 
and loan associations in the United States by types, as compiled by the Fed- 

ral Home Loan Bank Board. 


State non-FHLB member associations.__.................__________ 1, 707 
State FHLB member uninsured associations 703 
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(2) Page 83: 

Within the last few days we have noted an additional letter from the State 
Insurance Department of Maryland stating: “We have never been able to deter- 
mine whether or not it [American Savings & Loan Indemnity Co.] is actually 
organized, or whether it has any assets, and we have not found that it has any 
statutory deposit in any jurisdiction of the United States of America,” and that 
“A shareholder of a building and loan association could not enforce a claim 
against this organization through the insurance department of Maryland.” 
The full letter reads as follows: 


StTaTE INSURANCE DEPARTMENT OF MARYLAND, 
Baltimore, July 21, 1958. 
Re American Savings & Loan Indemnity Co. 
Mr. Cart F.. GoTrscHALK, 
Executive Secretary, Maryland Savings ¢ Loan League, 
Baltimore, Md. 

Dear Mr. GottscHaLK: This will acknowledge receipt of your letter of July 
17 with reference to the status of the above-named organization. 

There has been no change in this situation since we previously wrote you. 
We have been verbally advised that this organization is supposed to be formed 
under the laws of the Republic of Panama, but we have never been able to de- 
termine whether or not it is actually organized, or whether it has any assets, 
and we have not found that it has any statutory deposit in any jurisdiction of 
the United States of America. 

A shareholder of a building and loan association could not enforce a claim 
against this organization through the insurance department of Maryland. While 
Maryland has adopted the Uniform Unauthorized Insurers Service of Process 
Act, we do not believe that it would be applicable to this situation since it is 
our understanding that the shareholder does not receive any evidence of the 
existence of an insurance contract from the so-called insurer. 

Also, if service was had on the insurance commissioner, I do not know to 
what address he could forward the summons and declaration, and if judgment 
should be obtained by default, I do not know where any assets could be found 
to be attached. 


Very truly yours, 
Cuas. S. JACKSON, 
Commissioner. 
JOHN H. COoppaGE, 
Deputy Commissioner. 
(3) Page 88: 


In view of the unprecedented testimony yesterday that the principal assets 
of the insurance company are housed in the office of the association which it 
insures, it would seem appropriate to call upon officials of the FHA to comment 
as to whether or not any such assets were apparent during their attempted 
audit of the association’s records. In fact, it would be informative to know 
why it is that the FHA suspended the institution. No other savings and loan 
in Maryland has ever been suspended to my knowledge. 

(4) Page 84: 

The spokesman for the American Council of Independent Savings & Loan 
Associations stressed the importance of the local independent association and 
its close tie-in to the community it serves. And yet, we find their advertise- 
ments in overseas newspapers requesting that “Overseas families—save with 
class E allotments,” and we find their advertisements in Every Woman’s Family 
Circle, a magazine of national circulation. Bear in mind that we are dealing 
with an association which has never had an audit or an examination by a 
supervisory authority, or even made available an audit by a private auditing 
firm; and we are dealing with an association whose accounts are insured by a 
company which has never even made available a financial statement, much less 
an audit of the financial statement. 


Mr. Harold P. Braman, managing director, National League of In- 
sured Savings Associations, Washington, D. C. 
Come around, Mr. Braman. 
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STATEMENT OF HAROLD P. BRAMAN, MANAGING DIRECTOR; AC- 
COMPANIED BY KENNETH G. HEISLER, GENERAL COUNSEL, 


NATIONAL LEAGUE OF INSURED SAVINGS ASSOCIATIONS, WASH- 
INGTON, D. C. 


Mr. Braman. Thank you, Mr. Chairman, and members of the com- 
mittee. 

My name is Harold P. Braman. I am managing director of the 
National League of Insured Savings Associations. 

On behalf of our organization, I wish to thank the committee for 
this opportunity to submit our views on this bill. 

I am accompanied by Kenneth G. Heisler, our general counsel, who 
was previously a member of the Federal Home Loan Bank Board. 

The Federal Savings and Loan Insurance Corporation has been 
in existence since 1934 and now insures over 90 percent of the savings 
accounts of all savings and loan associations in the United States. Its 
assets as of December 31, 1957, exceeded $286 million, with a provi- 
sion for borrowing $750 million from the Treasury of the United 
States. In addition, affiliated Federa] home loan banks provide a sub- 
stantial reservoir of credit available to associations insured by the 
FSLIC. 

The FSLIC entered a field of insurance where there has been little 
State interest and, at the time of its creation, no interest by private 
insurance carriers. Its record over the period of years it has been 
in existence is exemplary with practically no loss because of any neces- 
sity to extend financial assistance to any insured association in the 
past 17 years. 

For many years savings and loan associations, whose accounts are 
insured by the FSLIC, have employed more or less standard proce- 
dures, emblems, and phrases in informing the American people that 
their accounts are insured. “Insured savings accounts” and “insured 
up to $10,000” are typical of phrases employed over a long period of 
time. <A law enacted by Congress not too many years ago, prohibits 
the use of the term “federally insured,” which would readily distin- 
guish it from State or private systems of insurance. 

With the recent entrance of private insurance carriers into this 
field, the investing public is entitled to protection against unfair trade 
practices or misrepresentations which will not logically discriminate 
between the two types of insurance. At the moment, such protection 
is necessary because, admittedly, there is inadequate or little State or 
Federal regulation on this subject, particularly as to savings and 
loan associations which are not affiliated with the Federal Home Loan 
Bank System. 

The question, I might say at this point, seems to me is not com- 
mercial insurance per se, but proper regulation and operation. 

S. 4116 forms a suitable basis for the writing of safeguards into the 
Federal law so as to protect this public interest. There should be this 
requirement for full and complete disclosure as to the type of pro- 
tection afforded by private insurance corporations. And I might add 
at this point that the FSLIC lives in a goldfish bowl under constant 
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and severe scrutiny by Congress and by industry. Let’s give the pub- 
lic the same break as to the information about the ability, the stability, 
and the operation of private carriers, because, after all, it is the pub- 
lic’s savings which are involved. 

The bulk of the uninsured associations today are in States where 
State law expressly prohibits insurance of accounts except through 
the FSLIC. I think that point has not been brought out so far. 

The present field of opportunity for the placing of private insurance 
is, therefore, extremely limited. In view of the fact that the problem 
created by misleading advertising by a handful of institutions has 
now arisen and might possibly become one of importance later on, we 
feel that steps should be taken to regulate the advertising of asso- 
ciations. whose accounts are commercially insured so that there can 
be no misunderstanding or misconceptions in the public mind as to 
what is offered. 

We believe, therefore, that S. 4116, if amended so as to exclude State 
regulated or authorized funds, would accomplish these objectives. 

hat concludes my short statement, Mr. Chairman. 

Senator Sparkman. Thank you Mr. Braman. 

Any questions, Senator Capehart ? 

Senator Carpenart. Mr. Chairman, I would like to ask Mr. Cohen 
3 or 4 questions I forgot to ask him yesterday. I see he is sitting 
back there. 

Senator Sparkman. You do not want to ask Mr. Braman any 
questions? 

Senator Capenarr. No, no. 

Senator Sparkman. Thank you, Mr. Braman. 

Mr. Braman. Thank you. 

Senator Sparkman. Mr. Cohen, would you come around, please, sir. 


STATEMENT OF SHERMAN S. COHEN, GENERAL COUNSEL, AMERI- 
CAN SAVINGS & LOAN INDEMNITY CO., WASHINGTON, D. C.— 
Resumed 


eon Conen. Excuse me, Senator Capehart, if I may address the 
hair. 

Senator Carenart. Yes, go ahead. 

Senator SparKMAN. Yes, Mr. Cohen. 

Mr. Conen. Mr. Chairman, since I have entered no appearance 
here before the committee as a witness against or for the provisions in 
the proposed bills, I should like to make my status clear. I should 
like very much to answer the questions of members of the committee 
with adequate preparation. Accordingly, if the questions Senator 
Capehart propounds are best answered in my judgment by careful 
review of the facts in preparation of an answer, I request the privilege, 
since I am not a witness, to make the necessary preparation. 

Senator Sparkman. I think you certainly would be entitled to make 
any correction that needs to be made. 

Senator Capenart. Oh, yes, yes, certainly. 

Let me say this, if you fee] that you have been injured or your com- 
pany has been injured, or any of your interests have been injured, I 
would be the first to meet in an emergency session to give you an 
opportunity to clear any misinformation or any testimony that got 
into the record incorrectly. 
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Mr. Conen. I would like to take advantage of that generous in- 
vitation and opportunity. 

Senator Caprnarr. I would be very happy to meet any time. 

You are the general counsel for the A sete Savings & Loan 
Indemnity Co. of Panama ? 

Mr. Conen. Yes, sir; I do serve as one of the attorneys for the 
American Savings & Loan Indemnity Co. 

Senator Capenarr. Are you likewise general counsel for the Family 
Savings & Home Loan Association ? 

Mr. Couen. Iam, sir. 

Senator Carprnart. You are the general counsel. Are you an officer 
of that association ? 

Mr. Conen. I am not, sir. 

Senator CareHart. Are you the general counsel for the American 
Council of Independent Savings & Loan Associations? 

Mr. Conen. Iam one of the attorneys. 

Senator Caprnarr. You are one of the attorneys? How many 
attorneys does it have ? 

Mr. Conen. Two. 

Senator Careuart. Who is the other one? 

Mr. Conen. Mr. Joseph Nellis, of the District bar. 

Senator Carenarr. Yes. And Congressman Roosevelt, I believe, 
testified that he is the honorary president of that association ? 

Mr. Conen. Yes, sir; and has been for a very considerable time. 

One of the mistakes of record—and there have been many—but one 
of the mistakes of record is a misunderstanding as to the interest of 
Congressman Roosevelt in this matter of small independent building 
and loan associations. He has taken a genuine forceful interest in 
the problem for months and has served as honorary president of the 
American Council for months, ever since the American Council was 
threatened by the United States Savings and Loan League. 

Senator CaprHart. What is the exact date that he was made hon- 
orary president ? 

Mr. Conen. I do not have that information at my fingertips, sir, 
but I believe that was brought to his attention the very week we 
received the direct threat from the United States Savings and Loan 
League vice president here in Washington, Mr. Slipher, threatening 
the council and any of its officers or officials with extinction if they 
continued to promote the organization of the uninsured independent 
savings and loan associations. 

Senator Carenart. What was the date of that ? 

Mr. Conen. I trust that was in September of 1957, and thereafter, 
almost at once, that matter was brought to the attention of officials. 

Senator Carenart. Did you go to Congressman Roosevelt or did he 
come to you ? : 

Mr. Conen. Since the matter was placed in my own office, the mat- 
ter was necessarily brought to the attention of Mr. Roosevelt. Yes, 
sir. 

Senator Carenart. And then why did you, as the general counsel, 
recommend that this Family Savings and Home Loan Association 
place Mr. Roosevelt on the payroll ? 

When did you decide to place him on your payroll ? 

Mr. Couen. The recommendation came from others as well as my- 
self; and perhaps the question, if I may, sir, is when was the decision 
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made that Mr. Roosevelt should serve as chairman of the board or 
member of the board of directors of this Family Savings and Loan 
Association. 

That decision was made almost at once upon his assuming the posi- 
tion as honorary president of the American Council. It was felt nec- 
essary that they learn firsthand the operations of the uninsured savings 
and loan association, and here was one which, with the best of its 
efforts, was attempting to grow against what appeared to be the most 
hostile and most ruthless of competition. 

Senator Carrenart. If you will yield just a moment, Mr. Roosevelt 
testified yesterday it was 5 to 6 ook ago he was placed on the payroll 
and made chairman of the board. 

Mr. Conen. He received his first paycheck. 

Senator Carenart. He has saa n paid ¢ 

Mr. Conen. Yes. 

Senator Carenart. How much has he been paid ? 

Mr. Cowen. Whatever the pro rata salary has been. He has received 
his pay from that point on as chairman of the board of the association. 

Senator CareHart. How many members does this—— 

Mr. Conen. 8,000 members of the Family Savings & Home Loan 
Association, Senator, that are members of the association. 

Senator Carpgnart. How many members does this council have ? 

Mr. Conen. The council has reported on the record yesterday it has 
approximately 90 members. 

enator CapeHart. Did you say that you approached Congressman 
Roosevelt to help you in this matter, or did he approach you? 
on Counen. If I have been unclear, Senator, let me make myself 
clear. 

When we were directly, unequivocally, without reservation, qualifi- 
cation, or restraint, threatened with utter extinction—personally pro- 
fessionally, as well as corporatewise and associationwise. That matter 
was brought to the attention of Congressman Roosevelt by the presi- 
dent of the Family Savings & Home Loan Association. 

Mr. Slipher is the one who made the direct threat, too. 

Senator CareHart. That was brought to Congressman Roosevelt. 

Why did you bring it to Congressman Roosevelt? He lives in Cali- 
fornia. 

Mr. Conen. He has a national reputation, sir, as do other congres- 
sional leaders—Senator Sparkman, of course, too, for being the 
acknowledged leaders and champions of small business in this country. 

Senator Capenart. I see. In his capacity as Congressman, did he 
have to be paid for it ? 

I have a great interest in small business, too, but I have not been 
put on a payroll to promote them. 

Mr. Conen. Permit me, Senator, to voice an objection to this line 
of inquiry. It isin a field that Congress itself has ruled on and I am 
not in a position to pass upon its wisdom. 

The code of ethics recently passed in the Senate and House I am sure 
can speak for itself. 

Senator Capenart. My other question is this. You testified yester- 
day that this Panamanian Indemnity Co. put up $120,000 in United 
States Government bonds in the State of Delaware; and that of the 
further assets, approximately $2 million in Maryland and Delaware 
are mortgages, and $2 million of corporate securities, totaling re- 
sources of $11, million. 
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My question is, Are these mortgages that are domiciled out in Silver 


Spring, at the same offices as the association, the same mortgages that 
the association holds? 


Mr. Couen. No, indeed. 

Senator Carrnartr. They are separate? 

Mr. Conen. And in the interest of my clients, I will necessarily have 
to object to the continued line of questioning along these lines. Prepa- 
ration would be required and I am not authorized as their attorney to 
speak freely. 

Senator Carenart. That is all. 

Senator SparkMaAN. I am sorry. Anyhow this concludes the hear- 


ings for this morning. We are going to have to quit abruptly because 
we have been called to the floor. 


I have been told different ones might have statements to be inserted. 


The record will be held open for a week for any statements that may 
be received within that time. 


(Additional statements submitted follow :) 


STATEMENT OF Dr. A. FERNOS-ISERN, RESIDENT COMMISSIONER, PUERTO RICO 


My name is Dr. A. Fernés-Isern, Resident Commissioner of Puerto Rico. I 
thank the subcommittee for the opportunity to express my views with reference 
to S. 4116 which would amend the Federal Home Loan Bank Act as amended 
to strengthen the Federal Home Loan Bank Board in carrying out its duties. 

First, may I say that I am entirely in accord with the principles of this legisla- 
tion and am happy to have its provisions apply to the Commonwealth of Puerto 
Rico. It is my duty, however, to point out that the definitions in the bill, par- 
ticularly in subsection (6) on page 7 would not be in keeping with the terms of 
compact governing relations between the United States and the Commonwealth 
of Puerto Rico. 

As members of the committee know, Public Law 600 of the S8ist Congress 
authorized the organization of a constitutional government in Puerto Rico under 
certain terms which were accepted by the people of Puerto Rico in the form of a 
compact between them and the United States. Public Law 447 of the 82d Con- 
gress approved the constitution which the people of Puerto Rico adopted pursuant 
to the terms of compact. The compact included as an integral part of it the 
Puerto Rican Statute of Federal Relations which defines the relations to exist 
between United States and the new commonwealth. Section 9 of the Puerto 
Rican Statute of Federal Relations states in part “that the statutory laws of the 
United States not locally inapplicable * * * shall have the same force and effect 
in Puerto Rico as in the United States except the internal revenue laws * * *” 

It is apparent that the inclusion of Puerto Rico in the term “Territory” in 
the definitions of S. 4116 would deviate from the terms of compact, since under 
the bill interstate commerce would include trade or commerce or any transporta- 
tion or communication relating thereto as such trade or commerce or transpor- 
tation or communication relating thereto within any Territory. 

This, then, for the purposes of S. 4116 would treat Puerto Rico differently 
than a State and would include as interstate commerce acts occurring strictly 
within Puerto Rico. 

Section 37 of the Puerto Rican Statute of Federal Regulations vests the Com- 
monwealth with legislative authority extending to all matters of a legislative 
character not locally inapplicable. Consequently, the Puerto Rico Legislature 
could act to bolster S. 4116 as to matters occurring strictly within its borders, 
as in the case of a State. Moreover, directing myself to section (c) (1) on 
page 3, I should like to call attention that there is a United States District Court 
for the District of Puerto Rico. 

Accordingly, I urge that the committee strike the term “Puerto Rico” from 
the definition of “Territory” and include a new subsection to read “the term 
‘State’ includes the Commonwealth of Puerto Rico.” 

I should thank the committee for considering this proposal. 


29379—58———-7 
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. STATEMENT OF THE NATIONAL ASSOCIATION OF MutTuAL SAvinecs BANKS 


“This statement is submitted on behalf of the National Association of Mutual 
Savings Banks. This association is a trade organization representing the mutual 
savings banks of the United States. In this statement, we are particularly con- 
cerned with the effect that S. 4116 would have upon the savings banks in the 
Aatioebtt Connecticut and Massachusetts, and, possibly, in the State of New 

{ re. 

‘We are opposed to the inclusion of savings banks within the regulations and 
prohibitions that would result from the enactment of S. 4116. The circum- 
stances which may have prompted the introduction of this bill are known to us 
only insofar as they have been reported in the daily newspapers and in the Con- 
gressional Record. It appears that a few savings and loan associations have 
endeavored to insure their share accounts with commercial companies, perhaps 
foreign in their incorporation. There appears to be apprehension that the ad- 
vertising of this commercial-company insurance of share accounts might mislead 
or confuse the public into thinking that the share accounts are insured by an 
agency of the Federal Government. S. 4116 appears to be aimed at a correction 
of that situation. 

Upon reading S. 4116, we were greatly surprised to learn that the savings 
banks which have had deposit insurance and deposit protection under State 
systems for many years would be brought under whatever regulations or pro- 
hibitions the Federal home-loan bank might see fit to impose. No savings banks 
have commercially insured deposit insurance. No savings banks have been 
accused of the practices at which this legislation is directed, and no savings 
banks have resorted to such practices. The enactment of 8S. 4116, as now 
written, would impose a serious and totally unnecessary interference by a Fed- 
eral agency over more than 240 savings banks in the States of Massachusetts 
and Connecticut, and might be interpreted as extending to 22 more savings 
banks in the State of New Hampshire. 

Here is our situation: 

As of December 31, 1957, there were 520 mutual savings banks located in 
17 States, but predominantly concentrated on the east coast from Maine to 
Maryland. They are banks of deposit. They do not issue share accounts. Their 
total deposits are nearly $33 billion, and their assets are in excess of $36 bil- 
lion. They have over 22 million depositors. 

As of December 31, 1957, 239 savings banks were members of the Federal 
Deposit Insurance Corporation with total deposits in excess of $25 billion, rep- 
resenting 78.9 percent of the total deposit liability of mutual savings banks. 
These FDIC-insured savings banks had over 16 million savings accounts, rep- 
resenting 74.89 percent of all accounts in mutual savings banks. 

All of the savings banks in Massachusetts, 186 in number, with total deposits 

in excess of $5 billion, have their deposits insured by the deposit-insurande, fund 
ef the Mutual Savings Central Fund, Inc., as required by statute. Six savings 
banks in Massachusetts carry Federal Deposit Insurance Corporation member- 
ship in addition to the Central Fund insurance. 
- The State of Connecticut has 71 savings banks with total deposits of 
$2;165,044,838. Sixty-four have their deposits insured in the Savings Banks’ 
Deposit Guaranty Fund of Connecticut, Inc,, six are members of FDIC, and 
one savings bank carries no deposit insurance. 

In the State of New Hampshire, out of a total of 34 savings banks with 
deposits of $457,319,278, 12 are members of the Federal Deposit Insurance Cor- 
poration and 22 others are members of the Savings Banks Association of New 
Hampshire, which has its own fund for protection in case of deposit default. 
This fund is made up of a reserve fund and a call fund. The protection in 
the case of these 22 banks runs directly to the benefit of the bank and indirectly 
to the benefit of the depositor. These 22 banks in the Savings Banks Associa- 
tion of New Hampshire do not advertise that the deposits are insured or guar- 
anteed. They do advertise that their depositors are protected by the fund. 

It will be seen that the enactment of S, 4116, as now written, would be uw serious 
and ulinecessary interference by a Federal agency in the affairs of most of the 
mutual savings banks of Massachusetts and Connecticut, and might be inter- 
preted as extending to the protective fund of New Hampshire. All of these banks 
are State-chartered and are answerable to the supervisory authorities of their 
own States. In the States of Massachusetts and Connecticut, the legislatures 
have empowered the mutual savings banks to establish insurance deposit funds 
for the sole benefit of depositors in their mutual savings banks. These deposit- 
guaranty funds are State-authorized, State-supervised, and have been operating 
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successfully for many years. There has never been any complaint of the opera- 
tion or adequacy of these State-chartered insurance funds. 

These State-chartered and State-supervised savings banks are not guilty of 
the practices intended to be corrected by this legislation, and should not be 
included in this bill. 


We respectfully urge that the language pertaining to savings banks be deleted 
from 8. 4116. 


We wish to thank the committee for the opportunity of presenting our views. 


STATEMENT OF THE MASSACHUSETTS COOPERATIVE BANK LEAGUE AND THE Co- 
OPERATIVE CENTRAL BANK OF MASSACHUSETTS 


This bill would subject all advertising and other representations concerning 
the insurance of deposits and shares of cooperative banks and similar institu- 
tions, to regulations of the Home Loan Bank Board, unless the bank concerned 
is a member of the FSLIC or the FDIC. State-chartered banks having their own 
State-sponsored insurance funds would be seriously prejudiced, notwithstand- 
ing that such funds have been in business for many years and are closely super- 
vised by the State banking authorities. 

The 176 Massachusetts cooperative banks have their own insurance fund and 
would be one of those seriously affected. A summary of its organization and 
activities follows. 

1. The Cooperative Central Bank-~—Founded 1932 by special Massachusetts 
statute. No capital stock. Purpose, to provide liquidity through its reserve 
fund for all Massachusetts cooperative banks which are required by statute 
to be members. Constitutionality of compulsory membership upheld by the 
Supreme Judicial Court of Massachusetts. Present membership, 176 cooperative 
banks; aggregate assets, $1,100 million; 600,000 shareholders (depositors). As- 
sets of the reserve fund, $10 million, gathered by assessments from time to time 
on the member banks. In its 26 years of existence the reserve fund assisted 113 
member banks by loans totaling $54 million. 

2. Share insurance fund.—Established in 1934 prior to FSLIOC, as an adjunct 
to and within the corporate entity of the Cooperative Central Bank, but as a 
separate and distinct fund. Purpose, to provide insurance in full of all shares, 
deposits, and accounts of Massachusetts cooperative banks, which are required 
to be members. Constitutionality also upheld by the Supreme Judicial Court of 
Massachusetts. Assets, over $13 million. Source of funds, original assessment 
in 1934 of 1 percent of share and deposit liabilities and one-fifth of 1 percent in 
1943; and, commencing in 1938, annual assessments of one-twelfth of 1 percent 
of share and deposit liabilities and bills payable. Receives $1 million yearly 
from annual assessments and income on assets. Current financial statements of 
both the reserve fund and the share insurance fund are attached as exhibit A. 

38. Mutual ownership.—Both funds are mutually owned and operated exclu- 
sively by and for the benefit of Massachusetts cooperative banks and their share- 
holders (depositors). Only they can become members and membership remains 
compulsory. 

4. Administration.—The Cooperative Central Bank and its share-insurance 
fund are administered by a single board of 15 directors elected by the member 
banks, 5 each year for 3-year terms. The officers are elected by the board and 
serve with nominal or no compensation except the treasurer and one assistant 
who are fulltime. But funds are examined annually by the commissioner of 
banks, and all advances by the share-insurance funds to member banks are sub- 
ject to his approval. 

5. Coverage of the share-insurance funds.—The assets of the fund equal 1.44 
percent of the liabilities of all 176 Massachusetts cooperative banks insured 
thereby. This compares with 0.70 percent ratio of the assets of FSLIC to in- 
sured liabilities of its member banks, and 1.46 percent ratio of FDIC. 

6. History of losses.—Massachusetts cooperative banks, since their establish- 
ment in 1877, have suffered no losses of principal of shareholders’ funds. In that 
time $2,600,000 of losses have been suffered by 13 cooperative banks, all since 
1934. In every such case the share-insurance fund paid the losses and not one 
penny of loss of either principal or interest was suffered by the shareholders. 
Fight other cooperative banks were assisted by substantial advances from the 
share-insurance fund and these have been repaid in full except in two cases where 
small balances still are outstanding, but those two banks are in sound condition 
and able to repay whenever they wish. 
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7. If S. 4116 is enacted— 

(a) It will disrupt a fine and sound system of insurance of shares and deposits 
founded by the Commonwealth of Massachusetts, and which has served Massa- 
chusetts cooperative banks and their 600,000 shareholders efficiently and effec- 
tively for 24 years. 

(b) It would classify our reputable insurance fund with reckless promoters 
of so-called commercial insurance, which is unfair and unjustified. 

(c) The terms of the bill are so drastic and its criminal provisions are so 
far reaching that no cooperative-bank officer, director, or employee, and not 
even the commissioner of banks and his staff, could risk any statement or repre- 
sentation concerning insurance of shares by our fund, without exposing himself 
to possible liability, or at least embarrassment, under one or more of the pro- 
visions of the bill. 

(d) Finally, all major forms of passbooks, advertising, etc., of Massachusetts 
cooperative-bank share insurance would have to be scrapped if the Home Loan 
Bank Board failed to allow the banks to continue to advertise share insurance 
as they have in the past. The principal firm which supplies forms to Massa- 
chussets cooperative banks has estimated that it would cost the 176 banks an 
average minimum of between $1,000 and $2,000 per bank to make the change- 
over, thus aggregating an out-of-pocket cost under these circumstances of 
$175,000 to $350,000. 

8. Suggested amendment.—It is requested that Massachusetts cooperative 
banks be eliminated from the bill ; but, short of that simple solution, the suggested 
amendment appearing in exhibit B attached hereto is offered, and, if adopted, 
would have the same result. 

Respectfully submitted. 

MASSACHUSETTS COOPERATIVE BANK LEAGUE, 
By FRepERIcK D. Bonner, Counsel. 
THE COOPERATIVE CENTRAL BANK AND THE SHARE- 
INSURANCE FUND, 
By HerMAN R. CORTEMANCHE, 
Executive Manager and Treasurer. 
July 24, 1958. 
Exuipit A 


THe CooPpERATIVE CENTRAL BANK RESERVE FUND 
199 Washington Street, Boston 8 
Statement of Condition at the close of business June 30, 1958 


$41, 229. 33 


Cash in banks 
10, 611, 087. 28 
U. S. Government securities 56, 778. 63 


Accrued interest receivable 
10, 709, 095. 24 


Employees taxes and retirement fund contributions 
Deposits by member banks of assessments 


Earned surplus , 
Undivided current earnings 87, 117. 38 


Total liabilities 


10, 709, 095. 24 


THe CoopeRATIVE CENTRAL BANK SHARE INSURANCE FUND 
199 Washington Street, Boston 8 
Statement of Condition at the close of business June 80, 1958 
8 
aia $135, 055. 87 


Cash in banks vag 
U. 8S. Government securities 13, = ~ . 


Accrued interest on securities 
13, 470, 696. 11 


Total assets 
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LIABILITIES AND CAPITAL FUNDS 


All assessments paid in by member banks 12, 899, 751. 77 
Surplus earned 
‘bess share insurance losses sustained and antici- 


Total liabilities and capital funds 13, 470, 696. 11 


EXHIBIT B 


AMENDMENT SUGGESTED BY 
THE MASSACHUSETTS COOPERATIVE BANK LEAGUE 
AND 
THE COOPERATIVE CENTRAL BANK 


Strike out subdivisions (1) and (2) commencing with line 9 on page 1 and 
ending with line 12 on page 2, and insert in place thereof the following subdivi- 
sions— 

“(1) make any representation, oral or written, that any of the shares, 
certificates, or deposit accounts of any savings and loan association, or of 
any savings bank, are in any way insured or guaranteed, unless such asso- 
ciation or bank is a member of the Federal Savings and Loan Insurance Cor- 
poration or the Federal Deposit Insurance Corporation, or unless its shares 
certificates, or deposit accounts are insured or guaranteed by a fund estab- 
lished under the authority of the laws of the State in which such association 
or bank is located, for the purpose of insuring or guaranteeing shares, certif- 
icates, or deposit accounts of savings banks, cooperative banks, savings and 
loan associations or building and loan associations chartered by and doing 
business in such State, and operated for the mutual benefit of the member 
banks or associations of such fund; and 

(2) issue, sell or offer for issue or sale any such shares, certificates, or 
deposit accounts which are in any way insured or guaranteed otherwise 
than by the Federal Savings and Loan Insurance Corporation, the Federal 
Deposit Insurance Corporation or any fund described in subdivision (1) of 
this subsection.” 


SUPPLEMENTAL STATEMENT OF THE MASSACHUSETTS COOPERATIVE 
BANK LEAGUE AND THE COOPERATIVE CENTRAL BANK 


The Massachusetts Cooperative Bank League and the Cooperative Central 
Bank, also of Massachusetts, submitted a statement at the public hearing of the 
Subcommittee on Housing, held on July 24, 1958, with respect to pending bills 
S. 3698 and S. 4116. We respectively ask to submit this supplemental statement, 
the purpose of which is to emphasize clearly our position with respect to so-called 
commercial insurance of accounts and particularly the testimony of July 24 by a 
representative of the American Council of Independent Savings & Loan Associa- 
tions. 

The undersigned were present and heard his testimony praising the Massachu- 
setts insurance program. For this we are grateful, but the praise of our insurance 
fund in his testimony was entirely unsolicited and unassisted on our part. The 
Cooperative Central Bank and its member cooperative banks would prefer to 
speak for themselves on the subject of insurance of accounts, either directly or 
through the Massachusetts Cooperative Bank League, or through the United 
States Savings & Loan League. 

We are not associated in any way with the American Council of Independent 
Savings & Loan Associations or any of its members. Also, we are in no way con- 
nected with their program of commercial insurance of accounts. Our Massachu- 
setts insurance fund was founded by the Commonwealth of Massachusetts 24 
years ago; membership is limited solely to the 176 Massachusetts cooperative 
banks; it is examined annually and supervised by the Massachusetts commis- 
sioner of banks; the insurance fund is operated on sound and widely accepted 
financial insurance standards; and the assets of the fund total over $13 million, 
consisting wholly of cash and Government bonds. 
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The nonfederally insured associations of Massachusetts need no defense of their 
program and do not welcome being included in the same category with the hand- 
full of unsupervised associations which advertise commercial insurance of ac- 
counts and are of unproved financial stability. 


MASSACHUSETTS COOPERATIVE BANK LEAGUE, 
By FReverick D. Bonner, Counsel. 
THE COOPERATIVE CENTRAL BANK, 
By HERMAN R. CorRTEMANCHE, 
Raecutive Manager and Treasurer. 





STATEMENT OF OHIO DePosir GUARANTEE FUND, CINCINNATI, OHIO 


Under specific Ohio law, which became effective in October 1955, the Ohio 
Deposit Guarantee Fund was incorporated December 6, 1956, as a mutual non- 
profit guaranty association for the purposes of assuring the liquidity of and 
guaranteeing the deposits in its member building and loan association in the 
State of Ohio. 

The fund is under the supervision of the superintendent of building and loan 
associations of Ohio. It is required to render semiannual reports to the super- 
intendent of building and loan associations, and is subject to annual examina- 
tion by that office. 

Membership in the fund is voluntary, and presently consists of 101 State-char- 
tered building and loan associations of which 88 are located in the Cincinnati 
area and 13 elsewhere in Ohio. As of December 81, 1957, the total assets of the 
101 members were more than $250 million. 

Presently, deposits of members with the fund and accumulated earnings from 
retained premiums and interest on investments amount to 1.425 percent of the 
deposit liability of its members. All investments of the fund are in short-term 
United States Government obligations held in safekeeping under agency agree- 
ment with the First National Bank of Cincinnati. 

The fund is managed by 1 salaried officer and its policies are directed by a 
board of 9 trustees, elected annually by its members on a rotating basis. Trus- 
tees receive no compensation for their services. 

Sixty-three of the members of the fund are also members of the Federal Home 
Loan Bank System. Many are members of the United States Savings & Loan 
League, and the Ohio Savings & Loan League. 

In many respects the Ohio Deposit Guarantee Fund is patterned after and is 
similar to the Mutual Savings Bank Guarantee Fund of Connecticut and the 
share insurance fund of the Cooperative Central Bank in Massachusetts. 

The undersigned, president, and executive vice president, of the Ohio Deposit 
Guarantee Fund were present at the public hearings on the subject bill July 24, 
1958, and were shocked to hear the first witness, Hon. James Roosevelt, in his 
capacity as honorary president of the American Council of Independent Savings 
& Loan Associations, infer that the Ohio Deposit Guarantee Fund and the Ameri- 
ean Council of Independent Savings & Loan Associations have anything in 
common. 

Mr. Roosevelt’s testimony was made without our knowledge or consent. If 
the fund had been consulted, the request would have been flatly refused. 

We strongly recommend that the amendment offered by the Massachusetts 
Cooperative Bank League be adopted. 

Respectfully submitted. 

Eunice BENTLEY, 
President. 

Satmon Brown, 
Ewecutive Vice President. 


Senator Carenarr. Mr. Chairman, I think we have to go further 
into this matter now as a result of the charge of Mr. Cohen this morn- 
ing that the United States Savings & Loan League was threatening 
to liquidate this company. I think they ought to be given an oppor-, 
tunity to answer that charge. ; 

Senator Sparkman. A statement could be prepared and submitted to 
us if it is desired. 
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(The following was subsequently received for the record:) 


SUPPLEMENTAL STATEMENT OF UNITED States Savines & LOAN LEAGUE, STEPHEN 
SirpHerR, Starr VICE PRESIDENT 


Several witnesses have made a number of references to “threats” and “harass- 
ments” of savings and loan associations by the United States League. We feel 
the committee will be able to evaluate the testimony, but since this is a public 
record, the league wants to state flatly that it completely disagrees with the 
interpretations which these witnesses have placed on the activities of the league 
with respect to commercial insurance of accounts. The league and its officers 
are always available to the committee or any of its members should they desire 
any further discussion of this point. We are available without prolonged ad- 
vance notice or lengthy “opportunity to prepare.” 

The league feels, as indicated by its testimony, that the real issue is safety of 
public savings and the possible need for Federal legislation with respect to ad- 
vertising and solicitation across State lines. This is a nonpartisan issue, not 
related to any individual or any group. 

Senator SparKMAN. The committee will stand in recess. 

(Whereupon, at 11:50 a. m., the subcommittee recessed, to recon- 
vene at 3 p. m. the same day.) 


AFTERNOON SESSION 


The committee reconvened in room G-16, the Capitol, Senator 
Sparkman (chairman of the subcommittee) presiding. 

Senator Sparkman. Let the committee come to order. 

Mr. Burke, will you come around ? 

Mr. Carl Burke, counsel for the Idaho Savings & Loan Association, 
of Boise, Idaho. 

Just sit down there, if you will. 

I am sorry, Mr. Burke, that you were delayed in your plane and 
that you didn’t have an opportunity to be here during the regular 
hearings, but we are glad to have you now. 

We welcome you, sir. I understand you have no prepared state- 
ment. You may proceed in your own way. 


STATEMENT OF CARL BURKE, COUNSEL, IDAHO SAVINGS & LOAN 
ASSOCIATION, BOISE, IDAHO 


Mr. Burke. Thank you, sir. 

Distinguished Senators and members of the staff of the oe 
and Currency Committee, I must apologize for not having a prepare 
statement. I just heard of the proposed amendments yesterday at 
1 o’clock and got the plane in time to see for the first time in my life 
the muddy Potomac River. It came as quite a shock. 

But I have thoroughly enjoyed my first visit to Washington, and 
it is a great thrill to me. It is the first time I have ever been in this 
fine city. 

I come here as counsel for the Idaho Savings & Loan Association. 
I am their advocate and I represent them, together with my firm, in 
Boise, Idaho. 

We come here in opposition to the proposed amendments that have 
been set forth in the committee files the last few days. We oppose 
those provisions which, in effect, will prevent a private independent 
savings and loan association from obtaining commercial insurance of 
accounts, 
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I regret not having time to type up my thoughts, but I have had 
some experience, I think, in this field of insurance of accounts with 
my client. I would like to relate that experience as it may have some 
effect upon this particular bill before this committee. 

_ The Idaho Savings & Loan Association is an independent institu- 
tion. The institution is only 2 years old. It came into being in our 
State for the first time 2 years ago, and was the first such compe- 
tition—new competition—to enter into the field of savings and loan 
in 30 years. For 30 years, as our State grew—and I suppose your 
States grew—there was no additional competition. 

During that period of time the State law of the State of Idaho was 
weak with respect to savings and loan institutions. Attempts have 
been made from time to time by the finance commissioner of our State 
to strengthen the law, but there was no reason to do that because at 
that time all but one of our savings institutions were Federal savings 
and loan institutions. 

I want to make it clear at the outset that I have nothing against 
Federal savings and loan institutions and certainly nothing against 
Federal insurance of accounts. I feel that Federal insurance of 
accounts has formed an integral part of our society and during the 
depression years particularly bred confidence in the depositors of the 
necessity of having their accounts insured and made them grow 
and prosper. 

But I do feel this, I feel that even though Federal Savings and Loan 
Insurance Corporation, with its insurance of accounts feature, is an 
important item, it should not be used as a tool by some people in the 
business that have insurance to thwart and prevent competition. 

Why has this happened? And how has it happened ? 2 it 

We have tried to get Federal insurance of accounts. This is why 
we tried. We tried because, after we were in existence for 2 years 
and after we brought new and fresh competition into the field, after 
4 offices had been opened in 4 separate cities in Idaho, in different trad- 
ing areas, the dormant, existing institutions felt the competition and 
the fight was on. 

We don’t mind a good fight. We think it is helpful, and we don’t 
blame them for trying to support their competitive position. But we 
do feel that it’s wrong to use the tool of insurance of accounts as the 
weapon, and that was the weapon used in this particular case. 

A law was passed in our State last year which made it a condition 
precedent for any savings and loan institution to exist in our State 
only if, and first if, it had insurance of accounts with the Federal 
Savings and Loan Insurance Corporation. 

The competition know we could not get Federal insurance of ac- 
counts. Why did they know this? They knew this because the basic 
law, title IV of the Federal Housing Act, provides that no institu- 
tion can make a loan more than 50 miles from its home office, unless 
otherwise provided by the regulations of the Federal Home Loan 
Bank Board. 

Those regulations, in turn, provide that it can only make 15 percent 
of its loans beyond the 50-mile radius of the home office. 

All of our offices were more than 100 miles apart. This means that 
we would have to channel the savings out of each of our trading areas 
and would have to make all our loans in the place where our com- 
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pany was incorporated as a private stock company, well capitalized, in 
the State of Idaho. 

This can’t be done. You can’t pull savings out of one trading area 
and another trading area and make no loans. You go out of business. 

We are challenging this act in the Idaho courts for the simple reason 
that there was only one other savings and loan institution in Idaho 
that had been there for 30 years, and they were exempt from the pro- 
visions of that law. 

It only applied to us and one other institution that came into being 
the same time we did. 

We tried to get insurance of accounts even after the law was passed, 
but were told by the representative of the Federal Home Loan Bank 
out at San Francisco, through the Portland office, that we could not 
get it because we could not comply with the 50-mile radius limitation. 

The law was restrictive to that extent, and the battle was on. And, 
of course, they:won the first-round. 

But it was through using the tool of insurance of accounts again 
that we were forced to the wall, and we were forced to the wall be- 
cause we came to Idaho—and I shouldn’t say “we,” my client gave a 
4 percent rate of interest on investors’ accounts, which has been done 
in all of our neighboring States, including California, Nevada, and 
Oregon. 

We were the first to do that, and this forced, in the competitive po- 
sition, the other institutions to do the same thing. 

This has been done successfully by us. 

In addition to that law in Idaho with that particular provision, our 
legislature passed a stringent law governing our savings and loan 
institutions. 

There are only three State institutions in the State of Idaho. I un- 
derstand there are 2,600 in America. But it is these 2,600 institutions 
that Iam concerned about. 

There is one other point, too, that baffles me, in a way. The Federal 
Home Loan Banks Board is composed of many able men, I know, 
in various parts of the United States. Some of those men, however, 
are the presidents of local Federal savings and loan institutions. We 
have one in our community on the Federal Board. 

It is these men, together with the other members of the Board, 
who are appointed, properly appointed, that pass on whether or not 
we can get insurance of accounts. 

My point is this. Under the regulations this Board has the absolute 
discretion to grant or deny. Furthermore, they have the discretion 
to look at the feasibility, the economic feasibility, of your institution 
in @ given area, and sometimes I wonder, gentlemen, if a competitor 
is the best judge of this. I am not imputing to any person a bad 
motive, but I am saying this. It’s hard in that situation, in my opin- 
ion, to be fair and accurate. 

What then can we do to meet this competitive situation? We feel 
that we are entitled to get insurance of accounts from private insur- 
ance carriers. After all, 38 percent of all of our savings in America— 
38 percent of them—are with insurance companies today, and we cer- 
tainly do not require insurance of accounts in those fields. 

Is there something peculiar, then, about a savings and loan in- 
stitution that makes it dangerous, so dangerous that we must have 
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one particular kind of insurance and exclude any other insurance 
company from entering the field, whether it is State chartered or not? 

I say, gentlemen, there is not such a dangerous situation. And why 
Rae that? There are 4 or 5 reasons, and I will just state them 

riefly. 

I think that insuring savings accounts in savings and loan institu- 
tions is possibly the best risk that any insurance company could have. 
I noted just recently in the newspapers where all of the capital of 
the Federal Government that has been invested in the Federal Savings 
and Loan Insurance Corporation has been repaid. It has been repaid 
out of the premiums that have been collected from the various institu- 
tions that have insurance of accounts. It has been paid back, this 
enormous sum, because there have been so few losses. 

And why are there so few losses? A savings and loan association 
can only invest in first mortgages. They have all of their employees 
bonded up to a quarter of a million dollars or higher. Most of their 
loans are on residential houses, All of these loans, unlike the depres- 
sion days, are on a monthly basis, not a yearly basis. 

_ Each of these points, it seems to me, indicates that there isa great 
deal of safety involved in any investor’s account in any savings and 
loan association, safety because of the inherent nature of the thing. 

I think it is one of the safest risks possible, far safer than the banks, 
because the banks can loan on almost any kind of asset. A bank loans 
on cars as well as houses, and makes open loans. 

But not so a savings and loan association. 

I earnestly plead, gentlemen, this one thought, that if we use in- 
surance of accounts as a method and a means to eliminate private 
institutions, then I think we are doing the whole country a great 
disservice. 

I am not imputing to people that feel that this is a good bill any 
bad motive at all, as I have already said, because I think they prob- 
ably feel that they are correct, although I do notice just last month 
the managing director of the National League of Insured Savings 
Associations felt that this problem of insurance of accounts was a 
State problem. I really think it is a national problem. But he said 
it was a State problem. 

He said that the suggested statute which they wished to prepare, 
the suggested statute for States which was approved by the Board, 
gives full recognition to the rights of private enterprise to incorporate 
under the laws of any State for the purpose of insuring savings 
accounts. 

This was a letter signed by Harold P. Braman, managing director, 
on June 23, 1958. 

I wonder why the change in 1 month, why now we have to say that 
no insurance company in America, regardless of how strong and how 
large, can engage in this field, that they must be forever barred. _ 

To do this, I think, is to do a great disservice not only to the in- 
surance industry, but it is to do a great disservice to independent 
savings and loan associations. These are small associations, gentle- 
men. Ours isasmall association. 

Senator Capenart. How large are you? 

Mr. Burxe. About $214 million, sir. 

Mr. Grow. Five million dollars. 
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Mr. Burxe. My client has grown since he last showed me the audit, 
and I am proud to hear that it is $5 million. 

Senator Carenarr. What is it? 

Mr. Burxe. Five million dollars. 

Senator Carenart. You have four branches? 

Mr. Bourke. Yes. 

_ Senator Cargenart. Are they each $5 million or all of them? 

Mr. Bourse. All of them. We have one stock corporation, sir. 

Senator Caprenart. It isn’t clear to me why you cannot be a member 
of the Federal Savings & Loan Insurance Corporation. 

Mr. Burke. We applied and as a part of our agreement, we had to 
agree not to make any loans on any house more than 50 miles from our 
home office, which is Twin Falls, Idaho. Our branch offices are in 
Idaho Falls, Boise, and Pocatello, each more than 50 miles from our 
home office. 

Senator Carenarr. Isn’t that the law? 

Mr. Burke. That is the law, sir. We were in existence prior to the 
requirement of our State statute that we have to have compulsory 
insurance of accounts. 

Senator Carenarr. Does your State require that you have com- 
pulsory insurance of accounts ? 

Mr. Burke. Yes. 

Senator Capenart. Do you have trouble acquiring it? 

Mr. Burke. Yes. We cannot make loans within 50 miles. 

Senator Carenart. Idaho requires that you have insurance of ac- 
counts ¢ 
.y: Mr. Burke. With the Federal Savings and Loan Insurance Corp. 

‘Senator Carrenarr. It requires that? 

Mr. Bourke. Yes. 

Senator Carenarr. How can you operate without it? 

Mr. Bourke. We are challenging that statute. 

Senator Carprnmarr. You are in court challenging your own statute? 

Mr. Burke. Yes; we are challenging that statute. That statute 
would not have come into being if it had not been for the competition 
of the other associations. 

Senator Carenart. How many miles would we have to allow to per- 
mit you to qualify ? 

Mr. Burke. About 150 miles or 200 miles. Two hundred miles 
would do it. 3 

Senator Caprnart. If the law was changed permitting 200 miles, 
then you would be able to qualify ? 

Mr. Bourke. I think we could qualify. 

Senator Carenart. That is the only thing that is keeping you from 
qualifying? 

Mr. Burxe. That is the reason given by Mr. John Kleib, of the Fed- 
eral home loan bank. 

Senator Carrnarr. Is anybody here from the Federal home bank? 
Is that the law? 

Mr. Robert V. Pollard (assistant to the General Counsel, Federal 
Home Loan Bank Board). That is substantially a correct statement 
of the provisions. 

Senator Capenart. Is it a law ora ruling of the Board? 

Mr. Potzarp. The law is that each applicant must agree that it will 
not make any loans beyond 50 miles, except with the consent of and in 
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accordance with the regulations of the Federal Savings and Loan In- 
surance Corporation. 

Senator Carenart. Of the Insurance Corporation ? 

Mr. Poxxarp. Yes. 

Senator Carenart. That is the law? 

Mr. Potuarp. That is the law. 

Senator Carenarrt. In thinly populated sections, like Idaho, could 
the Board, if it wanted to, extend the distance? 

Mr. Pottarp. That is correct. 

' =e Capenart. And in this instance they have not seen fit to 
0 so 

Mr. Potxarp. No. I gather they have never applied for insurance. 

Mr. Bourse. That is not true, sir. 

Mr. Pottarp. I gathered you didn’t apply. 

Mr. Burke. We applied for insurance on the regular forms sub- 
mitted by the Federal Home Loan Bank Board for that purpose. 

Senator Carenarr. How old is your corporation ? 

Mr. Burke. Two years. 

Senator Cargenart. You did apply through San Francisco? 
am Bourke. Through Portland ; a branch of the San Francisco 
office. 

Senator Carenart. They turned you down? 

Mr. Burke. Yes. 

Senator Carenart. Gave as a reason the fact that you wouldn’t 
agree tostay within a 50-mile limit? 

Mr: Burke. That is correct. 

Senator Carrnartr. They are required to do that under the law 
and the ruling of the Board. My point is, shouldn’t we change the 
ruling of the Board or change the law in thinly populated sections. 

Mr. Potxarp. I am not authorized to testify. Iam just answering 
the question about the statute. 

Senator Capenart. We could put you in a position to testify. 

Mr. Potiarp. I wouldn’t question that. 

Senator Carenart. In order to be helpful. 

I am just trying to be constructive and helpful. There is a prob- 
lem in these thinly populated States in the West where distances are 
great. You go 200 miles out there and you see less people than if 
you go 5 miles around here. 

Mr. Bur«e. I can testify to that. 

Senator Sparkman. Would you rather have insurance from the 
FSLIC than from a private insurer ? 

Mr. Burke. There are advantages both ways. 

Senator SparKMAN. I am speaking of your client. 

Mr. Burke. I am not sure. We have tried to get both. We have 
had commercially insured accounts. 

Senator Sparkman. Is it satisfactory ? 

Mr. Burke. Yes; we feel it is satisfactory. 

There are 2 or 3 other points. wid 

Under the basic law any insured association or Federal association 
can convert to a State uninsured association or vice versa. That is 
the State law. That should be a decision, it seems to me, resting with 
the association. 

There are advantages both ways. Say you have insurance, and 
that you are insured by the Federal Government, which is not quite 
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correct, you are insured by the Federal Savings and Loan Insurance 
Corporation. A noninsured corporation has certain advantages. It 
can sell as many of its mortgages as it wants to for cash and take that 
money and reinvest it ina community. Ina growing community like 
Idaho, you can sell some of these mortgages quidely and get your 
money for them; you can reinvest them into your own area. 

You can’t do that with insured corporations. There are limita- 
tions as to how many you can sell, you see. 

So there are good reasons, and we have some very fine and large 
and substantial companies that are uninsured. 

I cannot think of many instances where an uninsured corporation 
or association, either one, has gone broke. 

Senator Sparkman. Does Idaho have a State regulatory body for 
savings and loan associations ? 

Mr. Burke. Yes, we do, sir. 

Senator SparKMAN. Is it the banking commissioner or the insur- 
ance commissioner ¢ 

Mr. Burke. Yes. They call it the finance commissioner, 

We have a tough law. He can investigate us. We have to furnish 
two audits a year at our expense. 

Senator Sparkman. Why did you select a company that was char- 
tered in Morocco ? 

Mr. Burke. They selected us, I believe, sir. I don’t know how 
exactly this insurance, the details—— 

Senator SparkmMAN. Are you familiar with this company? Are 
you connected with it in any way, the insurance company ? 

Mr. Burke. There is no person in the Idaho Savings, to my knowl- 
édge, that has any interest whatsoever with this company. 

We bought this insurance on its face. We received assurances and 
letters and audits showing they had approximately a million dollars 
in trust in California for shareholders, which is a far greater per- 
centage to what they had in the Federal Savings and Loan Insurance 
Corporation, where it is 63 cents of reserves for $600 of capital. 

Senator Sparkman. If there should develop a claim, how would the 
claim be served on the insurance company ? 

Mr. Burke. That is a ticklish point and something we are trying 
to correct. 

Under Idaho law the insurance is written by a surplus line broker, 
independent surplus line broker. He has just recently resigned, which 
would mean in this particular instance that the depositor would have 
to sue in the State of California. 

We think this is improper and we are trying to have it arranged 
to have another surplus line broker in Idaho, so that service of process 
against this fund and the corporation can occur in the State of Idaho 
where the loss, if any, occurs. 

Senator SparKMAN. Would service be on this broker ? 

Mr. Burke. Yes; that is provided by the Idaho law. I think it is 
right that we should be able to serve in the State where any loss 
occurs. 

Senator Capenarr. Did you know that the State of California has 
just moved against this International Guaranty Insurance Co.? 

' Mr. Burke. We heard about that, and we are very interested in 
knowing what, if any, reasons they have for this. After all, we pay 
an honest premium for this. I don’t remember what the premium is. 
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We want to have good insurance. We don’t care whether it is this 
company or another company. 

Senator Carenart, What is the rate? 

Mr. Burke. I don’t know. 

Senator Carenarr. What isthe premium? 

Mr. Grow. A half of 1 percent.of share liabilities. 

Senator Carznart. What is the total premium on your four 
branches in dollars? 

Mr. Grow. Of course, our premium will be adjusted during the 
year, but our original premium was around $1,100. 

Senator Carewart. You paid $1,100 for this protection? 

Mr. Grow. That is correct. 

Senator CareHart. How much deposits do you have? 

Mr. Grow. As of the first of the year it was about $2 million. 

Now we are about $4 million. 

Senator Sparkman. Mr. Grow, will you come down? I have you 
down as a witness representing the Utah Savings & Loan Associa- 
tion. Are you connected with both ? 


STATEMENT OF D. SPENCER GROW, PRESIDENT, UTAH SAVINGS 
& LOAN ASSOCIATION, PROVO, UTAH 


Mr. Grow. I am connected with Utah, Idaho, and Providential. 

Utah is in Provo and Idaho is in Boise. 

Senator SparKMAN. Since you were the next witness, why can’t we 
have both of you up here ? 

Senator Carenart. Are you familiar with the trouble this bonding 
company is having in California ¢ 

r. Guam, I have tried to keep completely informed on it. You get 

two sides to the story. We had a copy of the report of a competent 
auditor who audited the trust account about 2 wee ago under certifi- 
cation of a notary public, and his audit showed that the company had 
assets of $1 million in the trust account with the Northern Pacific 
Bank. I can give you the background of why we have that coverage 
when Mr. Burke is through. Are you interested ? 

Senator Sparkman. Go ahead. 

Senator Carenart. Are you gentlemen members of the American 
Council of Independent Savings & Loan Associations ? 

Mr. Grow. No, we are not. ’ 

Senator Carenart. None of your associations? 

Mr. Grow. Our Utah institution is a 39-year-old company and is a 
member of the United States Savings & Loan League. 

Our Idaho company has applied for membership, assuming they 
can get it, in the United States League, but it seems that our competi- 
tors in Idaho told them not to grant it, so they didn’t grant it. 

Senator Carenart. Not to grant what? 

Mr. Grow. Membership in the United States League. So we were 
denied membership. 

Mr. Bourse. I am legal counsel, an attorney for the Idaho Savings 
& Loan Association. 

Senator CarrHart. He represents more than you. 

Mr. Burke. Yes, he hasa wider field. 
aan Carenart. You have nothing to do with this American 

uncil ? 
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Mr. Grow. Have nothing whatsoever to do with them. 

Senator CarrHart. How did you contact or how did this Moroecan 
company contact you? 

r.Grow. It will take me about 5 minutes. 

IT attended a savings and loan Northwest conference last July in 
Great Falls, Mont. -; 

Senator Carenarr. Where was that? 

Mr. Grow. Great Falls, Mont. 

Senator Carenart. What was that? 

Mr. Grow. Pacific Northwest Conference of Savings & Loan. As- 
sociatiens. 

Senator Carenart. Who sponsored it? 

‘ Mr. Grow. The savings and loan associations of the Northwest Con- 
erence. 

At the conclusion of the second day, a member of the United States 
League, who is a personal friend of mine, took me to the side and he 
said, “Spencer Grow, do you know Mr. Herron who runs the Arizona 
Savings & Loan ?” 

I said, “Yes, just casually.” 

Arizona is a fast-growing company with a high rate of interest, 
—o with 17 offices. 

e asked me if I knew Mr. Lytton of First Western, a $20-million 
company, a high-rate, fast-growing company, in Las Vegas. 

I said, “Yes.” 

He said, “Let me give you atip. You fellows better band yourselves 
together and get some strength, or you will be knocked off one at a 
time. 

Senator Carenart. By whom? . 

Mr. Grow. That was all he said. : 

The first one that will be attacked, he said, would be the Arizona 
Savings & Loan. 

“Tf you want to get those fellows together and slow down the growth, 
tell them to quit growing and quit advertising, you fellows can maybe 
stay in business. 

“After Arizona will come First Western, unless you fellows get your 
rates down and you quit advertising. And you probably will be No. 3.” 

As a result of that interview I called the presidents of the Arizona 
Savings and First Western, and we set up a meeting in Las Vegas to 
see how we could proceed to band ourselves together. 

We had a series of nine meetings in all from August of last year to 
December of last year. We explored the possibility of forming our 
own carrier. We had one big investor who was willing to put in a 
quarter of a million. But out of this series of discussions we felt there 
wasn’t any State in the Union that even if they were a $1 million or 
$2 million company when established that the insurance commissioner 
could withstand the pressure that would be put on him against giving 
private coverage to independent savings and loan. 

We formed a small American reserve system. We put in a small 
contribution, employed a man to find a central banking system where 
we could carry our central accounts. 

After we decided. at the end of the ninth meeting, that it didn’t look 
feasible to try to pull our own carrier together, we then were assigned, 
T was assigned, to see if I could find a carrier. The final result was 
that the men in connection with the International were contacted and 
they agreed to underwrite this, get into this field. 
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Senator Carenartr. Who contacted them? 

Mr. Grow. Mr. Herron contacted them. 

Senator Carenart. Who? 

Mr. Grow. Mr. Herron contacted International, to start out with, 
and we used—— 

Senator Carrnart. Do they write other types of insurance in ad- 
dition to this? 

Mr. Grow. They have been writing, as I understand, insurance on 
mortgages only. 

Senator Carenart. Insurance on mortgages? 

Mr. Grow. Insurance on mortgages. 

Senator Carenart. In the United States? 

Mr. Grow. Yes, in Florida; that is my understanding. 

Senator Caremart. In Florida? 

Mr. Grow. Yes. 

And we were impressed with the names of the trustees, including 
J. W. Ehrlich, San Francisco, Calif.; Frank J. McAdams, Jr., Chicago, 
Til.; Walter Humkey, Miami, Fla.; J. Howard McGrath, Washington, 
D. C.; Henry E. North, San Francisco, Calif.; and Paul Van Wagner, 
Jr., Bartlett, I1l.; as American trustees. 

Senator Carenart. Who are they ? 

Mr. Grow. They were American trustees. 

Senator Carenart. For whom? 

Mr. Grow. For International. 

Senator CarrHart. International Guaranty & Insurance Co.? 

Mr. Grow. That is right. 

Senator Careuart. They were the American trustees? 

Mr. Grow. Yes. 

The reason we decided to take insurance was that we had a constant 
battery of ads of this type, and I personally don’t fee] that the home 
loan bank was created to use a wedge and a hammer on people’s 
heads. Constantly we have had ads run against us. “You should not 
sleep at night if your money is in an uninsured institution. Your 
money is not safe.’ 

Senator Capenart. Who runs that? 

Mr. Grow. The Federals. 

Senator Carruart. You don’t mean the Federal Government? 

Mr. Grow. Federal savings and loans. 

Senator CarrHart. Local loan companies? 

Mr. Grow. Yes, local federally insured savings and loan companies. 

Senator Carrnart, Let’s see some of those ads. 

Mr. Grow. Here is one: 

Will your savings be safe in an uinsured institution? 

You will sleep better if your savings are insured. 

It got so vicious that I personally wrote to the directors of each home 
loan bank in the United States to see if we could stop it. 

Senator Carruart. What paper is this? 

Mr. Grow. They are from the Boise Statesman in Boise, Idaho. 

I just brought samples. 

Senator Carenarr. Boise, Idaho? 

Mr. Grow. Yes. 

Senator Carenart. This is a competitor of yours? 

Mr. Grow. This is a competitor. They take turns using that type 
of advertising. 
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_ Senator Capenarr. Then you went out and secured your own 
insurance ? 

Mr. Grow. Yes. 

Senator Carenarr. Through the International Guaranty & Insur- 
ance Co, ¢ 

Mr. Grow. Yes. Because the group felt 

Senator Carenart. How do you advertise now ? 

Mr. Grow. We advertise accounts insured to $10,000 by the Inter- 
national Guaranty Co. 

Senator Carenart. Have you acopy of your advertising? 

Mr: Grow. Yes, sir. 

I am sure the league and the Home Loan Bank Board have copies 
of our ads, I am sure they have them. We put an emblem on it 
with the name “International” and “accounts insured.” 

Senator Carpenart. Let’s have an ad. 

Mr. Grow. I will see if I have one. I didn’t bring our own. I 
broughta competitor’s. 

Mr. Burke. He came as the advocate. 

“ Mr. Grow. I am not sure that I have one. I am sure the others 
ave. 

Yes, Ihave, too. I have one ad. 

Senator Carenart. Were these ads run after you bought this 
insurance ¢ 

Mr. Grow. Before. We operated for 14 months uninsured. 

Senator Carenarr. Once you bought the insurance they discon- 
tinued this type of advertising ¢ 

Mr. Grow. Now the advertising is different. The competitors have 
been much nicer since we took insurance. There is one ad we run. 

Senator Capruart. This says nothing about your accounts being 
insured. 

Mr. Grow. But I think I havea small ad. 

Senator Carenartr. Something is torn off down here. Do you know 
what that is? 

Mr. Grow. “Since 1919” I think that had on it. 

Senator Caprenart. This was June 30, 1958. This is a new ad. 

Mr. Grow. That’s a local ad. 

Senator Carenart. Three weeks ago. 

Mr. Grow. We have respect in our community. People save with 
us. We have a law in Utah that requires that we always have a 5-per- 
cent reserve of share liability, which is much more rugged than the 
average. 

Mr. Bourke. It is more rugged than the Federal law, which requires 
5 percent of share liability after 20 years. 

Senator Capenart. How would this legislation hurt you? Why 
wouldn’t this be good for you ? 

Mr. Grow. In my opinion this is a perfect way to get us out of 
business. 

Senator Careuartr. How? 

Mr. Grow. I think we have been too aggressive and we have been 
rugged individualists for a number of years. I don’t think our com- 
petitors would stand to have us insured. 

Senator Carguarr. Are you sure you understand the bill? Maybe 
one of us doesn’t understand this bill. 

29379—58——8 
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Let me read aon an analysis of what this bill does. 
It amends the Federal Home Loan Bank Act by adding a new 
section 21 which would: 

(2) Make it unlawful for any person, through the use of the mails 
or of interstate transportation or communication facilities, and con- 
trary to the regulations of the Board, to do any of the following: 

1) Represent that any shares, certificates, or deposit accounts 
(o ay paring and loan association, or of any savings bank not 
a member of the FDIC) are insured or guaranteed; 

(2) Issue or sell, or offer for issue or sale, any such shares, 
certificates, or deposit accounts which, if insured or guaranteed, 
are insured or guaranteed by other than the FSLIC or FDIC; or 

(3) Knowingly aid or assist persons apitig any of the acts set 
forth in (1) or (2) above, or serve as a medium or conduit for 
any such representations, in violation of an order of the Board. 

(6) Confer on the Board certain powers to regulate and investigate 
in order to carry out the pur of the section. 

(c) Provide for civil and criminal proceedings, including civil 
penalties. 

(d) Authorize necessary expenditures. 

A Define certain terms. 
f) Declare that the section does not diminish or enlarge State or 
local power or authority. 

Mr. Burke. I think that first provision makes it possible. 

Senator CarrHart. Represent that any shares, certificates, or de- 

it accounts (of any eg and loan association, or of any savings 
tank not a member of the FDIC) are insured or guaranteed. 

Mr. Burs. You can’t have insurance then if you can’t represent 
that you have insurance with any other insurance corporation. Fed- 
eral insurance is the — em of them all in America. ; 

Senator Carenarr. There is nothing in this act that prohibits you 
from running a savings and loan bank without insurance. There is 
nothing that prohibits you from having a State institution. ; 

Mr. Soars. The act does not prohibit us from having a State in- 
stitution, but, as I read it, it prohibits us from getting insurance of 
accounts and telling an body we have it. a 

Senator Carrnart. If it does that, it is wrong. I don’t believe it 
does that. That is the purpose of these hearings, to find out. 

Mr: Burxe. That is the way we read it. That is why we are so 
upset. We feel if we get a legitimate company, properly authorized 
by State law—— 

Senator Carenarr. What the legislation is trying to do, or should 
try to do, is to make certain that everybody in advertising, whether 
they be a ~— me Federal insurance, no insurance, or commercial 


Mr. Burke. We accept that. 

Mr. Grow. We do. 

Senator Carenart. And to make sure that people tell the truth re- 
quires some sort of a policeman. 

Mr. Grow. We think that is fine. 

Senator Carenart. Just as we have, as you know, tens of thousands 
of policemen in the United States. If we have a law, we have to have 
someplace where somebody can say you are either violating or not 
violating it. 
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If it doesn’t do this, it is wrong. 

All this legislation does—if it doesn’t do that, I am not for it— 
is to make sure that you tell the truth, all of you, that means every- 
body, in interstate ads. 

But we have to have some agency to make sure this is done, to be 
the judge as to whether you tell the truth or not. In this instance 
the bill calls for the Home Loan. Bank Board to be the judge, to 
set up rules and regulations governing this. Isn’t that all it does? 

Mr. Borxe. If that is all that does, I certainly—— 

Senator Carenart. If it does any more, I am opposed to it. 

Mr. Burke. The way I read it, it does more than that. It knocks 
commercial insurance out completely. 

Senator Carenart. It shouldn’t knock it out. You ought to have 
a right to run an institution without insurance. 

r. Burke. Yes, sir. 

Senator Carenart. You ought to have a right to buy the insur- 
ance any place you wish to buy it. You ought to have a right to buy 
Federal insurance if you meet the requirements and want it. But you 
ought to be compelled to tell the truth. 

r. Burke. Yes, we agreed with that. 

Senator Carzuart. If we have legislation on it, we have to have an 
agency someplace to enforce it, which makes the rules and regulations 
as to what it and what isn’t the truth. 

As I understand, that is all this legislation proposes to do, and that 
is all it should do. 

You think the legislation as written doesn’t do that ? 

Mr. Burke. Yes, sir. I thing it goes further than that, as written. 

Mr. Grow. Senator, may I point out that our competitors keep our 
banking department completely informed on all of our copy and our 
banking commissioner has complete jurisdiction over us. 

Senator Carenart. That is within the State. 

Mr. Burke. Yes. 

Mr. Grow. And we use the same type of copy intrastate as out of 
the State. 

Senator CareHart. Have you ever advertised nationwide ? 

Mr. Grow. Yes, we have. 

Senator Carrnart. Nationwide? 

Mr. Grow. Yes, sir. 

Senator Carrnart. In what magazine? ; 

Mr. Grow. We have used the New York News and we are just 
starting this year in Army publications, and the reason we have—— 

Senator Carpgnart. Do you expect to get people’s money out of New 
York State deposited in your banks? 

Mr. Grow. Ves, sir; we do. I will tell you why we use out-of-state 
publications. 

It costs us less per dollar spent to get $100 into our shop in these 
large metropolitan markets than it does in our own area. 

Senator Capenart. What can you offer a man in New York State 
to send his money to Idaho or Utah that he can’t get at home? 

Mr. Grow. We oe 5 eee 4 

Senator Carrnart. You offer him 5 percent? : 

Mr. Grow. Yes. That sounds like a high rate. But I think you 
will find that the high-rate companies in the West are basically fairly 
good salesmen. They get an average of 6.9 on their mortgages. 
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Senator Caprnart. What interest rate do you charge on mort- 


gages! 
r. Grow. Six point nine. 

Senator Carenarr. You are not a low-interest rate institution. 

Mr. Grow. That is on conventional loans. We explain to people 
that if we didn’t have money from out of State, we wouldn’t have 
money to loan them; therefore, we have to charge them a higher rate. 

In our State we have 64 eastern life insurance companies. They 
are all taking premium dollars out of our State and taking the 
savings of people and bringing them back to New York and Chicago. 
We get short of money. As institutions we render a great service 
by. going back.to the East.and-getting some of those savings and 
bringing them back there to help syne) our economy. 

_Senator Carenarr. Don’t you think that if savings and loan asso- 
ciations all over the United States are going to advertise nationally 
and internationally, which means that a man in New York State has 
no way of knowing about you in Utah, or vice versa, that you are 
going to have to have some sort of legislation on the type and kind of 
advertising ? 

Mr. Grow. May I point out that of the money that comes into our 
institutions from eastern savers, over a third of it is transferred to us 
from California savings and loan associations. 

They have already moved their money. A third of them have 
moved their money to the west coast. 

Senator Carrnart. When they buy mortgages ? 

Mr. Grow. They have moved to California for the higher 4 percent 
insured rate. We offer‘a little bit better rate and some of them move 
their money from California to Utah. 

Senator Carrnarr. If we change the law permitting up to 200 miles, 
or the Board gives permission under certain conditions, you would 
be able to qualify for the Federal guaranty. 

Mr. Grow. If we would bring our rate down. 

I give you this example. In Idaho we would have to bring our 
rate down to 314 percent in our institutions because our head office 
is Twin Falls. The competitor pays 314 and there we would be sitting 
in Boise paying the 314 percent federally insured rate against 4 per- 
cent insured rates, and we would lose all of our savings in the com- 
munity. 

Senator Sparkman. You feel that your ‘association enjoys the con- 
fidence of the people in the community ? 

Mr. Grow. Yes, sir. 

We have two examinations a year. I think we have complete con- 
fidence. In our Idaho institution, we have even injected permanent 
capital of $175,000. 

Senator Carrnart. The Federal law doesn’t limit the amount you 
pay in interest. 

Mr. Burge. No. 

Mr. Grow. Part of our agreement is that we pay the same rate as 
our competitor in the area. 

Senator Carenart. Part of your agreement with whom? 

Mr. Grow. With the home loan bank if we take insurance with 
FLSIC. I think you can confirm that. 

Senator Carenart. Is that correct, Mr. Counsel ? 

Mr. Potiarp. Senator, my Board has sent me as an observer, sir. 
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Senator CarpenArt, What? 

Mr. Potiarp. My Board sent me over here merely as an observer 
to in hearing, Senator. I know they would be glad to come and 
testify. 

Senator Carenarr. Could you answer the question? Could you 
answer: the question if you theught you were.here as a witness? 

Mr. Potiarp. Senator, I could answer the question, yes, sir, but 
I was sent as an observer. 

Senator Carenart. I don’t think you help the Board any when you 
take that position, because all we are trying to do, all I am trying to 
do is get the facts, to try to find out whether this is or is not good 
legislation. 

t me say here, while I got into an argument with a gentleman 
here yesterday, I didn’t even know that gentleman was going to be a 
witness until I sat down at the committee table. Before he appeared 
I didn’t know anything in advance. 

Mr. Potiarp. I have no desire to be disrespectful or to do anything 
but what you wish. 

Senator Cargenart. This is an informal meeting and nobody is 
under oath and we are just trying to get at the facts. We have a situa- 
tion here where the two companies that are guaranteeing accounts in 
the United States are one a Panamanian company and the other one a 
Moroccan company. 

These gentlemen say that they are handicapped in their business 
in a thinly populated section because of the distance written into law. 
And we have legislation before us that has to do with advertising. 

We are getting a lot of facets, for what looked like an innocent bill, 
Mr. Chairman. Aren’t we going out in a number of directions? 

Senator Sparkman. Let me ask if this summarizes the viewpoints 
of these two gentlemen. That if the circumstances had been such as 
to permit it, you probably would have had Federal savings insurance. 
At least you applied for it. 

That not being true, you took an alternative plan, being covered by 
a private commercial insurance company. 

You think it has been satisfactory so far and you feel that the 
people of your area are being adequately served and that they have 
confidence in the association. 

Does that summarize your statement fairly well, the two of you? 

Mr. Burke. Yes. 

Mr. Grow. Credit Union Share Guaranty Corp. of the State of 
Illinois is a million-dollar private company that insures savings shares 
up to $10,000. I think it does it for 289 credit unions. It is a very 
successful, private, free-enterprise company. 

Senator SparKMAN. Is that their leaflet? 

Mr. Grow. Yes. 

Senator Carenart. Who is that ? 

Mr. Grow. Credit Union Share Guaranty Corp. 

Senator CaprHart. Could you buy their insurance? 

Mr. Grow. They are limited to selling only to credit unions in the 
State of Illinois. 

In our State industrial loan companies this month are offering in- 
surance of accounts through the Penn County, accounts up to $10,000. 

Senator Sparkman. Would you like to submit this for the record? 

Mr. Grow. Yes. 
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As of 1955, quoting from Burrough’s magazine, the uninsured insti- 
tutions of America have 50 Pee more reserve in ratio to share lia- 
bilities than the insured, and on the same date they had a higher cash 
position than the insured institutions, Mr. Chairman. 

Senator Carenart. I feel if you can buy good commercial insurance, 
you ought to be permitted to do so, or you ought to be permitted, if 
you can meet the regulations, to belong to a Federal organization. 

Or if you want to, you ought to be permitted to go without any in- 
surance at all, but I think we ought to have in interstate commerce 
some sort of rules and regulations for advertising. 

Mr. Burke. I don’t think anyone can object to that, that anybody 
should be able to falsify. There is no question about that. 

Senator Carenart. Mr. Chairman. 

Senator Sparkman. We will place in the record at this point this 
material submitted by Mr. Grow. 

(The material referred to follows :) 


SHareE GuaRANTtTy—A New SAFEGUARD FOR THE SAVINGS OF 
CrepiIr UNION MEMBERS 


HOW SHARE GUARANTY PROTECTS MEMBERS 


What is the Credit Union Share Guaranty Corp.? 


The Credit Union Share Guaranty Corp. is a private corporation chartered 
under the laws of the State of Illinois for the express purpose of guaranteeing 
the members of a credit union against loss of their share accounts up to $10,000. 


How did it come about? 


It was made possible by special legislation enacted by the Illinois General 
Assembly in 1955. This legislation came as a result of a 2-year effort on the 
part of credit union leaders in the State to find a practical means—free from 
direct Government control—to give such protection to credit union members. 
Its charter was granted by the State auditor of public accounts in January 1956, 
and operations commenced in March. 


Who is eligible to apply for guaranty? 

Any credit union chartered under the Illinois Credit Union Act of the Federal 
Credit Union Act may apply for share guaranty coverage. The corporation, of 
course, is the sole judge of the eligibility of an applicant. 


How does the guaranty work? 


Should there be a default in connection with the liquidation of a guaranteed 
credit union, the Credit Union Share Guaranty Corp. will make payment in full 
of every credit union member’s share account up to $10,000. This may be done 
either in cash or by making available a transfer account in another guaranteed 
credit union. 


Are special audits required? 

Ordinarily, the annual examination by the Government supervisory agency 
is all that will be required of a guaranteed credit union. However, the corpora- 
tion does have the right to request a special audit where unusual conditions 
exist. 

What reports must be filed? 

A guaranteed credit union shall make monthly, quarterly, and annual reports 
on its operations upon forms prescribed by the corporation. 

Does the corporation control the operations of a guaranteed credit union? 

The corporation does not endeavor to tell a member credit union how to conduct 
its business. Only in the rare case where a credit union appears to be operating 
in'a manner threatening its solvency would the corporation venture to make 
specific recommendations. 


Is surety bond still needed? 


Yes, it is, Guaranty coverage does not remove the credit union’s legal obligation 
to have adequate surety bond on those persons who handle its funds. 
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What does it cost for coverage? 


The cost to a credit union for shart guaranty coverage is only 8% cents per 
month for every $1,000 of covered savings. 7 er 


Who pays this charge? 
The charge is paid by the credit union. 
May a guaranteed credit union advertise? 


Yes, a guaranteed credit union will receive a certificate of membership for 
display purposes, and will also be entitled to advertise the fact that its share 


accounts are guaranteed. For example, it might say: “Share accounts of ABC 
Credit Union guaranteed to $10,000.” 


Why is share guaranty valuable to the credit union? 


It is an added and desired service for the members of the credit union. By 
affording them greater protection on their savings, members are encouraged te 
save more. In addition, it places the credit union in a better competitive position 
with banks and other institutions having insured deposits. 


How does a credit union go about joining? 
Application forms and further details may be obtained by contacting Miss 


Marie Aebischer at the Credit Union Share Guuranty Corp., 309 West Jackson 
Boulevard, Chicago 6. Phone: HArrison 7-4412. 


(The Credit Union Share Guaranty Corp., 309 West Jackson Boulevard, 
Chicago, Ill., Phone: HArrison 7-4412) 


INSURED SAVINGS 


The very substantial increase in the savings growth of insured associations 
throughout recent years, on the one hand, and the gain in the number of such 
institutions, on the other, have brought the proportion of total association savings 
which are represented by insured institutions up close to that of the banks. At 
the close of 1955 as much as 91 percent of the aggregate savings in our business 
was that of insured associations. The corresponding ratio for all banks together 
(including mutual savings banks) for all types of deposits was 96 percent. 

Something of the gain in insured savings among associations is seen in the 
fact that in 1945 the proportion of savings capital represented by membership in 
the FSLIC comprised only 71 percent of the total; by 1950 the ratio was 81 per- 
cent and at present no less than 91 percent (table 6). When the savings of the 
cooperative banks in Massachusetts, which are members of the share insurance 
fund in that State, are considered, the proportion of insured savings nationwide 
comes to 93 percent—$30 billion out of a total of $32.3 billion. Of the $30 billion, 
97 percent is completely covered by insurance, in accounts of $10,000 and under. 

While 96 percent of the total deposits in all banks are those in insured institu- 
tions, the ratio for commercial banks alone is as high as 99 percent, but only 75 
percent of the deposits in mutual savings are represented by membership in the 
FDIC. 

The number of associations which are members of the FSLIC is also increas- 
ing; during the past decade there was a net gain of more than 1,000 which 
brought up the percentage of such institutions from 40 percent in 1945 to 59 per- 
cent at present. And when to these are added the cooperative banks in Massa- 
chusetts, the ratio of insured institutions to the total nationwide becomes 62 per- 
cent. The corresponding ratio for commercial banks is 96 percent and for 
mutual savings banks, 41 percent (table 7). In six States, including the District 
of Columbia, all associations have their accounts insured. 

Certain ratios revealing policies of insured associations, on the one hand, 
and those of uninsured, on the other, through the years show quite important 
variations. Basically these differences are due to the growth factor. For ex- 
ample, the insured institutions as a group consistently show a lower reserve 
position than do the uninsured. In 1945 the ratio of reserves (including surplus 
and undivided profits) to assets of the insured group amounted to 6.3 percent, 
while the uninsured associations showed 9.8 percent. By 1950 the ratios were 
7 percent and 10.1 percent, respectively, and at present they are 6.5 percent and 
9.7 percent (table 8). The more rapid expansion in the business of the insured 
institutions has militated against high reserves for this group, moreover, since 
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the typical age of the insured institution is considerably under that of the unin- 
sured, there has been a shorter period for the accumulation of reserves. 

In the matter of liquidity policy there is much less difference between the 
two groups ; until 1954 the insured associations carried a fraction higher liquidity 
than did the uninsured, whereas more recently there has been a slight margin 
in favor of the uninsured. This is also shown in table 8. 

Again, in the matter of the borrowed money ratio (including FHLB advances) 
there is more of a variation between the two groups: The group of: insured. 
makes considerably greater use of borrowed money than does the uninsured. 
In 1945 the ratios of borrowed money to total savings were 5.9 percent and 1.3 
percent, respectively ; by 1950 they were 7 percent and 3.4 percent and at year 
end 1955 around 5.0 and 2.9 percent.—Don M. DaAmey. 


Taste A.—Loan arrearage ratio: percentage of mortgage loans 60 days or more 
in arrears to total number of loans in portfolio at month end, 1954-55 


(Based on reports from approximately 375 representative institutions to the U. S. Savings & Loan League) 


























{In percent] 
Loan arrearage Loan arrearage 
ratio ratio 

Month Month ¥ Pye 

1955 1954 
I a ccnrannathchiwnnn yaa NS cc Bbbocteieigelih 0. 78 0. 88 
a Nee scales ‘e 92 
BES oda niobcdadn dada daidon September_........... sis . 7 91 
a Ni than cilia ac ha omcaetatp deo a | 77 M4 
SARL: SEAR SEITE SS Se i a eee 74 | 89 
a ghpddie nas DCO han nanih ll etches NT oid ied alan baie 82 | 82 

| 
Tasie 5.—Flow of savings in savings and loan associations 
{Dollar amounts in millions] 
Tether . ay 
1955 | 1954 12 months 

Type of data Lie a) 

Decem- | Novem- | Decem- | Novem-| 1955 | 1954 

ber ber ber ber | 

Gross savings, receipts: ................--- $1, 351 $072 | $1,145 $307 | $13, 604 | $11, 073 
lan caduwinnd oaeiwaiin ae woe 512 562 415 476 8, 728 6, 657 
Bea SS. 8k. gt eh ese 839 410 730 331 4, 966 | 4, 416 
Withdrawal ratio__.......-...-.- percent __ 37.9 57.8 36.3 59.1 63.7 | 60.1 


Source: Federal Home Loan Bank Board. Withdrawal ratios are computed before rounding of gross 
receipts and withdrawal amounts. 








TABLE 6.—Insured savings and loan associations (members of FS&LIC) relative 
to all associations (dollars in millions), years 1945-55 


Insured associations All associations Percentage insured 


to total 







Dec. 31 








Z 
= 
5 
g 


Assets | Savings | Number; Assets | Savings |Num-} As- | Sav- 
ber | sets | ings 


$5, 232 6, 149 $8, 747 7,385 | 40.3 | 70.0} 70.8 








2, 475 $6, 123 

2, 496 7, 204 6, 199 6, 093 10, 202 8, 564 | 41.0] 71.5) 72.4 
2, 536 8, 528 7, 184 6, 045 11, 687 9, 761 | 42.0 | 73:0] 73.6 
2, 616 9, 715 8, 260 6, O11 13, 028 10, 967 | 43.5 | 74.6 |. 75.3 
2, 756 11, 278 9, 701 5, 983 14, 622 12,473 | 46.1] 77.1 | 77.8 
2, 860 13, 644 11, 360 5, 992 16, 846 13,978 | 47.7 | 81.0] 81.0 
3, 020 18, 146 13, 619 5, 995 19, 164 16,073 | 50.4 | 84.3 | 84.7 
3, 172 19, 583 16, 680 6, 604 22, 585 19,143 | 52.8 | 86.7 | 87.1 
3, 304 23, 498 20, 184 6, 012 26, 638 22,778 | 55.0 | 88.2) 88.6 
3, 433 28, 367 24, 529 6, 030 31, 680 27,320 | 56.9 | 89.5 89.8 
3, 554 34, 198 29, 241 6, 050 37, 700 32, 300 | 58.7 | 90.7 | 90.5 








Source: Federal Home Loan Bank Board. 
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TABLE 7.—Relative position of insured institutions: ratio of number of banks 
(member of FDIC) to total of all banks; and number of insured associations 
(member of FSLIC) to total of all associations, years 1945-55 


Percentage of banks members of F DIC 














5 __| Percentage of 
Dee. 31 associations 
All banks Commercial | Mutual sav- | members of 

banks ings banks FSLIC 
Pieenesuan 92.3 94.5 35.4 40.3 
1948__ od 92.3 94.4 36. 3 43.5 
TE Ain qmeninechenie 93. 2 | 95. 4 36. 7 47.7 
Mt onatitiadiadana pe Sedktaiete Sea. Seale | 94. 2 96. 2 41.5 55. 0 
Fein bbhvtitbdibkip dd kih< Unde donbmawies io 94.6 96. 5 41.3 58.7 


| 


Source: Federal Home Loan Bank Board: Federal Deposit Insurance Corporation. 


TABLE 8.—Ratios of liquidity, reserves and FHLB advances and other borrowed 
money of insured (member of FS&LIC) and uninsured savings and loan asso- 
ciations, years 1945-55 














| Pereentage of cash and | Percentage of reserves and | Pereentage of FHLB ad- 
Government bonds to undivided profits to total vances and other bor- 
total savings | assets rowed money to total 
Dec. 31 savings 

2 | 

Insured Uninsured Insured | Uninsured Insured | Uninsured 
— - _ - - - aptagues beepers es oe | eee a —— ie — - = - - onetediaaiibie eS | 
1945...-- 40.9 33.9 6.3 9.8 5.9 1.3 
1946_...- : | 30.0 | 29. 1 6.4 | 9.8 5.6 2.4 
1947... 23.7 23.2 | 6.5 | 9.6 6.3 | 3.4 
1948___ | 19. 6 18.5 | 6.7 9.6 5.9 | 3.7 
1949... 19.3 17.1 | 6.9 | 9.9 | 4.4 | 2.8 
1950__. J i 17.6 16.7 | 7.0 | 10.1 7.0 3.4 
1951__- 16.9 16.0 | 7.1 | 10.0 5.8 3.7 
1952... ras | 16.3 15. 4 | 6.9 | 9.9 5.1 | 3.1 
1953... eed 15. 0 14.9 | 6.8 | 9.6 4.6 2.9 
— 14.6 | 14.9 6.6 | 9.7 3.6 2.7 
1955... ~ wil 13.7 | 14.5 6.5 | 9.7 | 5.0 2.9 





| 
| 
| 
} 
| 
} 
| 
| 


& Source: Federal Home Loan Bank Board. 


cH RT A—RATIO OF INSURED SAVINGS IN BANKS AND SAVINGS 
AND LOAN ASSOCIATIONS TO TOTAL SAVINGS OF EACH. 1945-1955 | 








| 
: 
‘ 
\ 
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Senator Carenart. Mr. Chairman, I want to place in the record 
a resolution, because a couple of Senators yesterday sort of attacked 
me—at least it was in the newspapers about my oe Congress- 
man Roosevelt. I ask unanimous consent to put into the record a 
concurrent resolution adopted by the Congress as the Code of Ethics 
for Government Service. r want to read it. Itsays: 


Any person in Government service should: 

1. Put loyalty to the highest moral principles and to country above loyalty to 
persons, party, or Government department. 

2. Uphold the Constitution, laws, and legal regulations of the United States 
and of all governments therein and never be a party to their evasion. 

8. Give a full day’s labor for a full day’s pay; giving to the performance of 
his duties earnest effort and best thought. 

4. Seek to find and employ more efficient and economical ways of getting tasks 
accomplished. 

5. Never discriminate unfairly by the dispensing of special favors or privileges 
to anyone, whether for remuneration or not; and never accept, for himself, or 
his family, favors or benefits under circumstances which might be construed by 
reasonable persons as influencing the performance of his governmental duties. 

6. Make no private promises of any kind binding upon the duties of office, 
since a Government employee has no private word which can be binding on 
public duty. 

7. Engage in no business with the Government, either directly or indirectly, 
—— is inconsistent with the conscientious performance of his governmental 

uties. 

8. Never use any information coming to him confidentially in the performance 
of governmental duties as a means for making private profit. 

9. Expose corruption wherever discovered. 

10. Uphold these principles, ever conscious that public office is a public trust. 


I ask permission to put this in the record. 

— Sparkman. Without objection, that will be inserted in the 
record. 

(The resolution referred to follows :) 


{H. Con. Res. 175, 85th Cong., 2d sess.] 
CONCURRENT RESOLUTION 


Resolved by the House of Representatives (the Senate concurring), That it is 
the sense of the Congress that the following Code of Ethics should be adhered 
to by all Government employees, including officeholders : 


CODE OF ETHICS FOR GOVERN MENT SERVICE 


Any person in Government service should: 

1. Put loyalty to the highest moral principles and to country above loyalty 
to persons, party, or Government department. 

2. Uphold the Constitution, laws, and legal regulations of the United States 
and of all governments therein and never be a party to their evasion. 

8. Give a full day’s labor for a full day’s pay; giving to the performance of 
his duties his earnest effort and best thought. 

4. Seek to find and employ more efficient and economical ways of getting tasks 
accomplished. 

5. Never discriminate unfairly by the dispensing of special favors or privileges 
to anyone, whether for remuneration or not; and never accept, for himself or his 
family, favors or benefits under circumstances which might be construed by 
reasonable persons as influencing the performance of his governmental duties. 

6. Make no private promises of any kind binding upon the duties of office, since 
a Government employee has no private word which can be binding on public 


duty. 
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7. Engage in no business with the Government, either directly or indirectly, 

ja is inconsistent with the conscientious performance of his governmental 
es. 

8. Never use any information coming to him confidentially in the performance 
of governmental duties as a means for making private profit. 

9. Expose corruption wherever discovered. 

10. Uphold these principles, ever conscious that public office is a public trust. 

Passed the House of Representatives August 28, 1957. 

Attest : 

RALPH R, Roserts, Clerk. 


Senator Bratu. Before you recess, Mr. Chairman, I would like to 
state my own position. ; 

I am very definitely in favor of private companies and private in- 
surance companies. We just want to be sure that the companies are 
adequate and have the assets to pay losses if they come up. 

And then I think we should be careful of the type of advertise- 
ments used. 

I think it is interesting—and I would like the record to show— 
that this company, the International Guaranty Co., is being investi- 
gated by the State of California. Right now the Federal grand Jury 
in Baltimore will investigate the activities of the Commercial — 
& Loan Association, and that investigation is being handled in the 
United States attorney’s office. 

I would like to put this clipping in the record. 

Senator Sparkman. Without objection, that will be done. 

(The material referred to follows:) 


{Baltimore Sun, April 8, 1958} 
BALTIMORE LOAN Firm Inquiry Ser 


BattTrmorE (AP).—A Federal grand jury will investigate the activities 
of the Commercial Savings & Loan Association, the United States attorney’s 
office said Monday. 

Assistant United States Attorney Martin A. Ferris said a grand jury subpena 
was issued for the records of the Baltimore lending firm. It will be required to 
hand over its records by a week from Tuesday. 

Ferris said it was the only probe launched of a savings and loan firm here, 
at least for the present. 

The Commercial Savings & Loan advertises that its accounts are insured by 
a Moroccan insurance firm now under investigation in five States. The Balti- 
more firm, Ferris said, has advertised in New York and Philadelphia newspapers 
that its accounts are insured up to $10,000 commercially by the International 
Guaranty & Insurance Co., of Tangiers. 

According to dispatches in San Francisco newspapers, the activities of Inter- 
national Guaranty are being investigated by the California State Insurance 
Commission and California attorney general’s office. The probe was launched 
as a result of an investigation by postal inspectors in Baltimere, according 
to those accounts. 


Senator Sparkman. Do you want to submit these in the record ? 
You submitted them, Mr. Grow. 

Mr. Grow. Yes, if I may. 

Senator Sparkman. Without objection, these 2 of 3 ads to which 
the witness referred will be placed in the record. The third, because 
of its size, will be placed in the committee files. 
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(The material referred to follows:) 





Will Your Savings Be SAFE 


In An Uninsured Institution? 





WITH INSURED 
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FIRST T PRDEMAL SAVINGS 


CALDWELL, 701 ARTHUR STREET 
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You'll Sleep Better 


There is a tremendous satisfac- 
tion In knowing that your savings 
are INSURED AGAINST LOSS. 
As a matter of fact you cannot 
rest easily unless you are con- 
vineed that they ARE insured. 


Insurance of your account is one 
of the things that make s First 
Federal Savings Account so at- 
tractive. For at First Federal each 
account is insured up to $10,000 — 
joint accounts up to $30,000 — by 
the Federal Savings and Loan As- 
sociation, an instrumentality of 
the Federal Government. This 
means that your savings account 
is fully protected against any pos- 
sible loss. 


So when you open s savings ac- 
count, make sure it is in an insti- 
tution that is protected by INSUR- 
ANCE AGAINST LOSS. This is 
far more important than the rate 
of return you receive’ on your 
money. 


Put your savings in Firsé 
Federal where you get INSUR- 
ANCE plus a handsome rate of 
return. 


First Federal is the largest 

Savings and Loan Association in 
Idaho and makes more home loans 
than any. other lending institution 
serving this area. 
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ay 


FIRST FEDERAL SAVINGS 


900 Jefferson Street BOISE 2 CALDWELL | 701: Arthur. Street 
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If Your Savings are INSURED 
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Senator Carenart. May I make this'statement. 

I think we ought to say this. There has been no testimony or any 
information. given this committee, either directly or indirectly, as 
far as I know, and I think this is true, or any statements you made 
here today, that should reflect on your institutions out there. 

Mr..Burxe.. Thank you. 

Senator Sparcman. Thank you, gentlemen. 

The committee stands in recess. 

(Whereupon, at 4:10 p. m., the subcommittee recessed subject to 
the call of the chairman. ) 


x 





